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COMPONENT A: Mayor’s Foreword 


Dear residents of KwaDukuza, 2016 marks sixteen years of 
Local Government and 20 years of the constitution. We take 
stock of the municipality’s activities, the hard work and 
dedication of all the officials and councillors as they seek 
fulfilment of projects that will propel KwaDukuza 
Municipality towards achieving its 2030 vision of being a 
vibrant and economically viable city within the global domain. 

We have been able to determine whether we have met and 
fulfilled our mandate on issues such as municipal budgets, land 
management, the promotion of local economic development, infrastructure development and 
institutional transformation in a consultative, systematic and strategic manner. 

Undoubtedly, as with every development there will be challenges encountered. KwaDukuza 
Municipality is not immune to such challenges. We have been able to make strides in developing the 
wards and minimising infrastructure backlogs. The development has seen streetlights being fitted in 
some of the wards, households have been electrified and roads in KwaDukuza have be resurfaced or 
constructed. 

KwaDukuza Municipality has received accolades acknowledging its efforts in fast tracking 
development. This is an achievement worth the celebration for the Municipality and demonstrates our 
commitment to improving the lives of the previously disadvantaged. 

The supply of electricity has become stable with the construction of the following substations, 
Sheffield Substation, Groutville Substation, upgrading of Industrial, Shakaskraal, MV Network, LT 
MAINS Substation, Bulk Supplies and refurbishment of the Switch Room and Lavoipierre substation. 

To date the Municipality has seen enormous economic growth and continues to be a credible global 
player. We have forged strategic long term partnerships with organisations such as, Ithala 
Development Corporation, ABSA, Swiss Economic Corporation, Ballito Urban Improvement 
Prencipt, Hullets Development, World Surfing League, ICLEI Urban LEDS and Hesto Harnesses. 

It is with great pride that we make mention that KwaDukuza Municipality has received its 10th 
consecutive unqualified audit report. The Auditor- General has also expressed opinion on the financial 
matters of the Municipality. We shall, however, continue to demonstrate our commitment towards a 
Clean Audit. 

As citizens of the Republic of South Africa we need to work as a collective towards ensuring an 
inclusive economy which will work towards dealing with poverty and reducing unemployment. 

We acknowledge with a deep sense of humility the mandate that you, the residents of KwaDukuza 
have bestowed on us. We also acknowledge with appreciation the support you have continued to give 
us as we executed that mandate. We do not take for granted that trust and support you have given us 
over the years. 

It is an honour for me to present the record of activities for the year that ended 30 June 2016. 



Cllr. NR. Mthembu 

His Worship, the Mayor of KwaDukuza Municipality 
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1.1 Municipal Vision and Mission 

N/ISION 

“By 2030, KwsDukuzs shsll toe a vitorant city competing in the glotoal 
village economically, socially, political ly and in a sustainatole manner”. 

IN/IISSION 

It is to achieve highest economic status through: 

-Driving local economic development. 

-Delivering a high standard of essential services 
-Encourage public participation 

-Overcoming debt and achieving cost recovery on services provided. 




KWA.I>UKUZyW 


Table 1: Core Values of KwaDukuza 


Core Vslues of KwsDukuzs 

^ Ethical behavior 
Respect 

^ Honesty and Integrity 

Accountability to each other and the public 
Team work 

^ Initiative and Innovation 
Fiscal responsibility 
^ Excellent customer service 
Hard work and timeliness 
^ Care & protection of resources 


>* Flexibility and cooperativeness 
^ Compliance with all set regulations 
>• Loyalty 
>■ Unity 

Efficiency 
Professionalism 
^ Cost effectiveness 
> Discipline 
Diligence 

Openness and Transparency 
Non discriminatory 




KWADUKUZA 
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1.2 Key Development Objectives 

Below is the table showing KwaDukuza’s Strategic Plan Aligned to National KPAs, KZN Provincial 
Development Growth Strategy, iLembe Strategic Objectives as well as National Outcomes: 


National Key 

Performance Areas 

Provincial 

Development Growth 
Strategy 

KDMs Development 
Objectives 

Strategic 

Interventions 

National 

Outcomes 

Spatial and 

Environmental 

Management 

Spatial Equity 

To provide strategic 
guidance for the future, 
physical/spatial 
development of 

KwaDukuza Municipal 
area. 

To contribute to a safe 
and secure 

environment. 

Provide positive 

environment for 

Industrial 

Development. 

Renewal and 

Regeneration of 

KwaDukuza main town 
and Shakaskraal. 

Development of 

priority clusters: 

KwaDukuza node, 

Groutville, 

Woodmead/Shayamoy 
a and Southern node/ 
Driefontein 

Outcome4: 

Decent 
employment 
through inclusive 
economic growth 

Good Governance and 
Democracy 

Governance and policy 

To implement public 

participation 

programmes. 

To provide effective 
and efficient Internal 
Audit services for 
Council. 

To manage institutional 
risks. 

To promote inter- 
governmental relations . 

To promote 

intergovernmental 

relations. 

To contribute to a safe 
and secure 

environment 

Provide effective and 
efficient corporate 

services to council and 
other directorates. 

Provide an effective 
and efficient ICT 

infrastructure. 

Improves and develop 
roads and storm & 
water infrastructure 

To maintain and 

upgrade the existing 
roads infrastructure in 
all areas. 

Outcome 9: A 

responsive and 

accountable, 
effective and 

efficient local 

government 
system 


Governance and policy 

Integrated 

Development Planning. 

To enhance 

.organisational 
development in line 
with community needs. 

Co-ordination of Sector 
Departments ’ 

programmes 

Co-ordination and 

development of sector 
plans 

Overall integrated 

development planning 

Outcome 9: 

Accountable , 

effective and 

efficient local 

government 
system 

Financial Viability and 
Management 

Governance and policy 

To ensure that the 
revenue of the 

municipality is 

collected and 

accounted for 

To improve 

expenditure on Capital 
budget. 

To improve 

expenditure on Capital 
budget. 

Ensuring financial 

sustainability 

Ensuring strict credit 
control 

Set of clean billing data 

Outcome 9: A 

responsive and 

accountable, 
effective and 

efficient local 

government 
system 
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National Key 

Performance Areas 

Provincial 

Development Growth 
Strategy 

KDMs Development 
Objectives 

Strategic 

Interventions 

National 

Outcomes 



Logistics and Supply 
Chain Management. 

To ensure compliance 
with financial 

management and 

legislative 
requirements. 

To ensure compliance 
with financial 

management and 

legislative 
requirements. 

To ensure compliance 
with financial 

management and 

legislative 
requirements. 



Spatial and 

environmental 

Management 

Response to climate 
change 

Environmental and 

climate change 

Ensure adherence to 
the principles of 

National 

Environmental 
Management Act, (107 
of 1998) 

Proper application of 
KwaDukuza 
environmental policy 
and strategic 

environmental 
assessment 

Coastal management 
act & coastal 

management plan 

Outcome 10; 

Environmental 
assets and natural 
resources that are 
well protected and 
continually 
enhanced. 

Infrastructure and Basic 
Service Delivery 

Strategic infrastructure 

To facilitate provision 
of formal housing. 

To ensure that all 
citizens have an 

electricity service 

connection. 

To provide an 

acceptable level of 
lighting to all major 
roads, public open 
spaces and sports 

fields. 

To maintain and 

upgrade the existing 
road infrastructure. 

To maintain and 

upgrade existing storm 
water infrastructure. 

To ensure that 

customers get good 
value for money. 

Ensuring that all 

citizens have an 

electricity service 

connection 

To ensure equal access 
to service 

Outcome 8; 

Sustainable 

human 

settlements and 
improved quality 
of household life. 
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National Key 

Performance Areas 

Provincial 

Development Growth 
Strategy 

KDMs Development 
Objectives 

Strategic 

Interventions 

National 

Outcomes 



To contribute to a safe 
and secure 

environment. 



Social Economic 

Development and 

Planning 

Human and community 
development 

Provision of Municipal 
Service 

Fire and emergency 

Beach restoration 

projects and proper 
waste management 

plans 

Traffic management 

strategy and crime 
prevention plans 

Health and wellness 
programmes and 

intensification of 

KwaDukuza HIV and 
AIDS strategy 

Outcome 13: 

Inclusive and 

responsive social 
system. 



Sport and Youth 

Development 

Promote youth, gender 
and disability advocacy 
and the advancement of 
women 

Development of 

projects and 

programmes geared 

towards assisting 

young people 

Youth, arts, and culture 

development 

initiatives 

Encouraging young 

and old KwaDukuza 
residents to 

meaningfully 
participate in sports 
activities 

Outcome 14: 

Transforming and 
unifying the 

country. 

Institutional 

Development and 

Transformation 

Human resource 

development 

To implement HR 
strategy. 

To develop and 

implement priority 

skills programme. 

To enhance 

institutional 

productivity through 
developing a renewed 
cadre of Local Public 
Service. 

To enhance 

organizational 
development in line 
with community needs. 



Social Economic 

Development and 

Planning 

Job creation 

To stimulate economic 
growth. 

To ensure that the 
revenue of the 

municipality is 

LED projects and 
programmes 

Roll out and intensify 
Agricultural Projects as 
well as support in 

Outcome 13: 

Inclusive and 

responsive social 
system. 
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National Key 

Performance Areas 

Provincial 

Development Growth 
Strategy 

KDMs Development 
Objectives 

Strategic 

Interventions 

National 

Outcomes 



collected and 

accounted for. 

communities 

Promotes and establish 
porgrammes for 

SMMEs and 

Entrepreneurial support 

Enhance the 

knowledge Economy 

Tourism and heritage 
development and 

community and 

knowledge centres. 



Tablel. KDM 5 YEAR STRATEGIC OBJECTIVES ALIGNED TO THE NATIONAL OUTCOMES 


1.3 Political guidance on fiscal and non-fiscal matters 

The KwaDukuza Municipality faced challenges with under expenditure on capital projects which has improved 
in the year under review as result of splitting the Technical Services Department into Electrical and Civil 
Services Departments. This restructuring has assisted in accountability to ensure proper planning and backlog of 
infrastructure projects is addressed. The KwaDukuza Municipality achieved 100% expenditure on MIG and 
obtain a Provincial award on best Human Settlement projects. 

1.4 Strategic alignments to PGDS 

KwaZulu Natal Provincial Growth and Development Strategy, as a strategic framework assists in achieving 
alignment and laying the basis for sustainable development, ensuring that plans are economically productive and 
efficient, meet social needs and address equity issues. Its key focus areas are: 

Spatial Equity 

Governance and policy 

Response to climate change 

Strategic infrastructure 

Human and community development 

Human resource development 

Job creation 


KZN Provincial Strategic Goals 

RDM’s INTERVENTION 

Job Creation 

LED projects and programmes. 

Roll out and intensify Agricultural Projects as well as support in 
communities. 

Promotes and establish porgrammes for SMMEs and Entrepreneurial 
support. 

Enhance the knowledge Economy. 

Tourism and heritage development and community and knowledge centres. 

Human Resource Development 

To implement HR strategy. 

To develop and implement priority skills programme. 

To enhance institutional productivity through developing a renewed cadre 
of Local Public Service. 

To enhance organizational development in line with community needs. 

Human and Community 

Development 

Eire and emergency. 

Beach restoration projects and proper waste management plans 

Traffic management strategy and crime prevention plans. 

Health and wellness programmes and intensification of KwaDukuza HIV 
and AIDS strategy. 

Promote youth, gender and disability advocacy and the advancement of 
women. 

Development of projects and programmes geared towards assisting young 
people. 
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KZN Provincial Strategic Goals 

RDM’s INTERVENTION 


Youth, arts, and culture development initiatives. 

Encouraging young and old KwaDukuza residents to meaningfully 
participate in sports activities. 

Strategic Infrastructure 

Ensuring that all citizens have an electricity service connection. 

To ensure equal access to service 

Response to Climate Change 

KwaDukuza adopted Climate Change Response Strategy in July 2013. The 
strategy incorporates Climate Change Adaptation which could be defined 
as making sure that existing development, activities and services are able 
to cope with the environment that will result as the climate changes. 
KwaDukuza Municipality is building upon the CCRS for Mitigation 
Strategies and it has partnered with ICLEI Africa (2012 - 2015) as part of 
the global initiative of Promoting Urban Low Emissions Development 
Strategies (Urban LEDS) in emerging economy countries and integrates 
this into municipal planning and delivery. 

Completion of KwaDukuza’ s first ever Green House Gas and energy 
profile- results. The Development Review and Climate Change Committee 
has been established as driver and the platform for climate change 
internally. 

Governance and Policy 

Provide effective and efficient corporate services to council and other 
directorates. 

Provide an effective and efficient ICT infrastructure. 

Improves and develop roads and storm & water infrastructure 

To maintain and upgrade the existing roads infrastructure in all areas. 
Co-ordination of Sector Departments’ programmes. 

Co-ordination and development of sector plans . 

Overall integrated development planning. 

Spatial Equity 

Provide positive environment for Industrial Development. 

Renewal and Regeneration of KwaDukuza main town and Shakaskraal. 
Development of priority clusters: KwaDukuza node, Groutville, 
Woodmead/Shayamoya and Southern node/ Driefontein. 

Ensure adherence to the principles of National Environmental 
Management Act, (107 of 1998). 

Proper application of KwaDukuza environmental policy and strategic 
environmental assessment. 

Coastal management act and coastal management plan. 


Table 3: Alignment to PGDS 


1.5 Service Delivery Improvements 

Road construction, maintenance and storm water drainage 

KwaDukuza Municipality approved its Roads & Storm Water Master Plan in November 2010, and it is 
reviewed annually, a number of capital projects were identified from the roads and storm water master plan and 
prioritised/implemented for the past three (3) financial years. The Master Plan has determined that an estimated 
amount of R58 million is required in the new financial year in order to undertake the following, this has been 
catered for during budget preparation for each and every financial year. 

B Road maintenance 

B Road upgrades 

B Diversion of storm water channels from houses 
B Construction of new storm water channels 
B Construction of mid-block storm water channel 

Upgrade to gravel roads which include construction, re-gravelling, shaping and cutting of existing roads and 
preparation for tarring, subject to the availability of MIG funds. It is estimated that over a five-year period this 
will require about R825 million to undertake this kind of work in the current configuration of KwaDukuza 
Municipal boundaries. 
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Department of transport embarked on a maintenance programme to maintain the major corridor roads towards 
KwaDukuza and through KwaDukuza Municipal area. The following roads have been affected: 


ROAD NAME/ 

NUMBER 

STATUS 

R74 

Phase 1 / Portion 1 Rehabilitation Completed 

R102 

Ongoing 

P445 

Upgrade and Rehabilitation completed and handed over 

P107 

Ongoing 

P553 

Phase 1 complete 


KwaDukuza Municipality has strong North-South linkages via the N2 and Provincial road R102. These roads 
provide a basis for linking the main coastal nodes and the main Provincial Economic hubs (eThekwini and 
uMhlathuze). There are also distinct East-West linkages via the R74 and R614, these serve as a basis for 
connection of inland and coastal nodes, as well as other municipalities within iLembe District. Metrorail is the 
backbone of public transport in KwaDukuza with approximately half (49%) of the population (mainly inland) 
not having access to any formal mode of transportation. An integrated transportation plan has been developed by 
iLembe District Municipality. 

There has been an integrated transportation plan developed by iLembe District Municipality. The main 
challenge of the poor condition of road infrastructure is due to ageing infrastructure, ageing services that exist 
underneath the layers of roads an important component of the structuring of the future development of the area, 
focusing on locating activities in the area of accessibility within the various corridors. 


1.6 Public Participation 

The Government of the Republic of South Africa has committed itself at instituting wide ranging participatory 
processes in the different spheres and institutions of governance in the country. The attempt to introduce 
participatory and direct democracy is evident, in addition to institutions and processes at national and provincial 
levels, in the planning processes and policy formulation of local government structures. Municipal authorities, 
for example, are legally committed to involve community organisations in the formulations of budgets, planning 
and developmental priorities. 

The Constitution of South Africa (Act no. 108 of 1996) mandates local government to provide a democratic and 
accountable local government and encourage the involvement of communities and community organisations in 
the matters of local government. Measures were introduced to entrench community participation and also 
introduced to transform the local government functions emphasising on development rather than regulations as 
was under the previous dispensation. As a result, developmental Local Government is defined as “local 
government committed to working with citizen and groups within the community to find sustainable ways to 
meet social, economic, and material needs and improve the quality of their lives” (RSA. 1998, section B). 

1.7 Participation in the IDP Process 

A municipality is required to disseminate information on processes and procedures that will allow the 
community to express itself on any matter of concern that affects it. Transforming this general requirement to 
the integrated development planning process means that a municipality has to follow at least the following 
procedures: 

a) Residents to be informed on the integrated development planning process as a whole including, on crucial 
public events related to that process through: 

• Public announcements (appropriate media to be determined in the “work plan”); 

• Ward committees including stakeholder associations and any other recognised community 
organisations. 

b) Councillors have to inform the communities within the area of the ward, through a public constituency 
meeting/imbizo. 

c) The Representative IDP Lorum has to be involved at least once in each major stage of the drafting process. 

d) The community and stakeholder representatives have to be given adequate time (2-4 weeks) to conduct 
meetings or workshops with the groups, communities or organisations they represent, before the issue is dealt 
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with by the Representative IDP Forum. This is to give a fair opportunity for legitimate representative 
participation, but does not necessarily have to involve the municipality in community or stakeholder level 
workshops. 

e) Draft planning documents have to be accessible to every resident, and everybody has the right to submit 
written comments. There must be a time period of at least four weeks for ward committees, stakeholder 
associations, interest groups and residents to discuss the draft document publicly, and to comment on it before 
the Representative IDP Forum deals with the draft. 

f) The IDP committee has to inform the ward committees and stakeholder associations on the manner comments 
were considered, or on reasons why they were not considered by the Representative IDP Forum, before the draft 
is submitted to the council for approval. 


g) Council meetings on the approval of integrated development planning must be public meetings. 

The municipality has community participation programmes such as: 

H Mayoral Izimbizo-these take place in the third quarter of each financial year. 

H IDP/ Budget Roadshows - these take place in the third quarter of each financial year. 

The municipality goes to the people in trying to assess their needs. All communities are targeted and issues 
raised at the above participation processes are cascaded through the necessary Council structures. Departments 
and to Provincial Sectoral Departments. 


1.8 Agreements and Partnerships 

Through the Urban LEDS project office recycling was recognized as Climate change project initiative. EDP, 
Environmental Management has currently undertaken a Paper Office Recycling Program in partnership with 
ICLEI- Africa. This project will assist the municipality to comply with the recycling requirements set in 
NEMWA, promote office recycling, encourage best practice of recyclable material separation at source and 
stimulate environmental friendly offices. The Environmental Management team is currently consolidating all the 
lessons learnt from the project. 

KwaDukuza Municipality has entered into a long strategic partnership with ABSA Bank, which focuses mainly 
on building capacity of local entreprenuers through a construction incubator programme that will be 
implemented over the period of three years. 

KwaDukuza Municipality also entered on the strategic agreement with Ithala Development Corportation to 
develop our SMMEs in particular those who have chosen government as their target market. The partnership 
allows all SMMEs that do business with KwaDukuza Municipality to be financed by Ithala with ther working 
capital costs and related contract costs. 

KwaDukuza Municipality in partnership with Ilembe District Municpality, Mandeni Municipality, have entered 
into a strategic agreement with National Treasury, KZN Department of Economic Development, Tourism and 
Environmental Affairs and Swiss Secretary for Economic Affairs (SECO) to deliver a pragramatic and 
integrated local economic development programme over a five-year period. This partnership aims in 
contributing in developing capacity of local business to supply international markets and local markets. 
KwaDukuza Municipality also has entered on the licence agreement with World Surfing League for the period 
of three years, which give the municipality rights over the WSL QS 1000 Surfing Event, known as the Ballito 
Pro. As part of this event, the municipality also entered intoa an agreement with Billabong to become the 
presenting sponsor for 3 years. 

KwaDukuza Municipality also entered into a strategic partnership with Hesto which has benefited a number of 
people with a better life. The partnership focuses on the development of the previously disadvantaged 
communities by giving first preference to the disabled people especially women. When there are job 
opportunities the company liaises with the office of the Mayor which is responsible for gender programmes to 
ensure that the available opportunities benefit the previously disadvantaged communities of KwaDukuza. 
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1.9 Conclusion 


We will continue to stretch our resources in our quest to bring services to the citizens of KwaDukuza. May 2017 
be the year for even greater achievements! Let us all work together to create a vibrant and economically 
sustainable city. 
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COMPONENT B: EXECUTIVE SUMMARY: 

The KwaDukuza Municipality falls under the ILembe District Municipality jurisdiction and is approximately 
633km2 in extent between the Tongati and Tugela Rivers in Northern KwaZulu Natal. KwaDukuza 
Municipality comprises of 27 wards. The area includes a 50km stretch of coastline incorporating a range of 
sensitive coastal environments, river mouths and lagoons as well as significant urban developments in the 
southern sections. The main economic nodes consist of KwaDukuza Town and the growing urban development 
around the Ballito area abutting onto eThekwini. The boundary extends from the Tugela River and the Mandeni 
Local Municipality in the north, through to the eThekwini Metropolitan Municipality and the Tongati River in 
the south, and from the Maphumulo Local Municipality and Ndwedwe Local Municipality boundaries in the 
west to the coastline in the east. 


The municipality is strategically located between Africa’s two largest harbours the Durban Harbour and 
Richards Bay Harbour which have the best transport infrastructure. It has a potential to capitalize on targeted 
spill over from initiatives planned for eThekwini namely the Dube Trade Port, its pristine beaches and relatively 
un-spoilt natural environment. Beyond the areas of urban development the bulk of the KwaDukuza, particularly 
the relatively flat coastal strip, forms commercial farming hub and is mainly used for agricultural activities such 
as sugar cane farming. 


Urbanised areas in the District comprise of KwaDukuza/Stanger, Shakaskraal, Blythedale and Ballito. Land uses 
within these areas are typically urban mixed uses with high levels of infrastructural and service development 
and an adequate provision of social facilities and services to support the resident populations. Industrial 
development is concentrated in KwaDukuza and Darnall, most notably the Gledhow and Darnall Sugar Milling 
operations at Stanger. 

MUNICIPAL INSTITUTIONAL DEVELOPMENT AND TRANSFORMATION 
• The overall score for the KPA is 83% for 2015/2016. 

Corporate Services is a directorate that chiefly champions the municipal transformation and institutional 
development through structured initiatives and avenues that are facilitated for the respective user directorates to 
seize. 

Corporate Services is made up of three key units namely: ICT, HR and Administration/council/property 
management. Each unit is headed by a Director with an exception of ICT which is headed by a Senior Manager. 
At the beginning of 20II/I2 financial year the CS directorate was managed by the acting Executive Director 
whose acting seized at the time of council’s appointment of the Executive Director on 01 October 2011. 

Performance Highlights: 

It is therefore against this backdrop that KDM as well in taking stock of its milestones achieved and setbacks 
encountered on municipal transformation and organizational development during a given financial year under 
review, a reflection on the alignment of national and provincial strategic policies and plans also has to be made. 
Corporate services directorate remains a strategic support directorate that renders the transversal services to the 
entire institution on areas of ICT, HR Administration and Administration/council/property management. In 
rendering its strategic support Corporate Services is mainly guided by its 10-year plan which is founded on 6 
key thrusts and approved by council in 201 1 during the KDM Lekgotla. 


Challenge: 

Low levels of skills development and literacy 

• There is an urgent need to improve and transfer scarce skills to the communities of KwaDukuza. 
However the municipality has a responsibility to continuously facilitate the improvement of literacy 
levels of the communities to ensure an adequate skills base to foster enterprise growth and job creation. 
This will assist the communities to go into the market. 

• The non- filling of posts targeting the disabled 

• The slow processing of EEDBS applications by human settlements due to resignation of the senior 
official 

Measures Taken to improve Performance 

• The target shall be removed in 2016-17 financial year while developing the database system of the 
disabled with their qualifications. 

• The department appointed the senior official to expedite approvals of EEDBS applications as from 
2016-17 financial year 
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BASIC SERVICE DELIVERY & INFRASTRUCTURE DEVELOPMENT 
• The overall score for the KPA is 46% for 2015/2016. 

Performance Highlights: 

The municipality managed to procure 4 new patrol vehicles for law enforcement and there were outreach 
programmes conducted by visiting 13 schools for road safety awareness campaigns, 21 schools visited for fire 
safety campaigns and 15 social crime prevention programmes implemented in order to contribute to safe 
environment for the citizens of KwaDukuza Municipality. CCTV cameras were fitted in testing operations and 
offices of traffic officers for examining. There were new guide rails fitted onto vehicle testing area (pits). A new 
traffic vehicle was procured for testing operations. Due to the severe drought, a jojo water tank and a pump has 
been procured and installed. The National Department of Transport paid us a visit and were impressed with the 
state of our testing stations and will use our testing station as a model to other Testing Stations withinthe 
country .The parking in front of our testing station was repainted and a disabled parking bay was created inside 
the testing station and access to the testing Sl motor licensing was made easier for the disabled. 

KwaDukuza Fire and Emergency Services attended the fire incident which was involving 2 x Tankers of a 
capacity of 45 000 litres which were carrying flammable substances at Shell Ultra City - Umvoti Toll Plaza. The 
radiation effects from fire spread into adjacent buildings leaving one residential dwelling completely gutted. 
There were no fatalities and the driver sustained minor injuries. Fire Brigade managed to contain the fire and 
prevented the incident from escalating with limited resources. The Chief Fire Officer, summoned rescue vehicle 
from neighbouring municipality to provide mutual aid due to challenges associated with water and pressure. 

The municipality participated in The Witness Garden & Feisure Show which was held in Pietermaritzburg on 23 
- 25 September 2015, with the theme of “Symphony of Spring”. KwaDukuza Municipality received a Bronze 
Award. Rehabilitation of Driefontein Sports Fields has been completed and completion of Zinkwazi and Salt 
Rock lifesaving towers and ablution facilities. 

Challenges: 

KWADUKUZA DEVELOPMENT CHALLENGES: 

Considering the current economic changes, significant strides are continuously made to address the key 
development challenges in the municipality. There is however, some distance towards addressing the following 
challenges: 

There are insufficient resources to deal with different incidents thus resulting on specialized fire appliances 
having to respond to small fires which could have been dealt with by specialized appliances. 

Inadequate rescue vehicles, tools and manpower to deal with incidents related to high risk occupancies. 
Inadequate Operational and Capital budget for running Fire service both in the North & Southern regions. 
Incorrect geographical location of Fire stations resulting in major delays when responding to call outs. 

The water reticulation system is not serviced thus resulting in inadequate water supply and pressure. 

Due to a lack of fire inspections to enforce protection measures and a total lack of law enforcement measures, 
this brings about greater risk to lives, property and environment which in turn, increases the cost of running the 
service in that incidents occur more frequently which could have been prevented from happening if inspections 
and law enforcement measures were put in place. 

Inadequate staff to conduct enforcement measures, lack of established Fire Prevention Unit. 

The KwaDukuza Fire Department is expected to service areas of Maphumulo and Ndwedwe as they do not have 
a fire and emergency service. 


Lack of electricity supply 

Slow upgrade of electricity supply does not meet the demand and development of both social and business 
operations. Illegal electricity connections and limited number of vending stations in existing residential areas 
leads to huge losses of financial revenue for the municipality. 

Infrastructure dilapidation 

Dilapidation has become a critical social problem within the municipality which is as a result of a number of 
causes namely, poor maintenance and vandalism of infrastructure, limited funding to fast track reduction of 
backlogs etc. It is therefore critical that the municipality works towards ensuring life cycle management of 
infrastructure, thus ensuring value for money. 

Public Transport Facilities 

In some areas, taxi ranks are still operated informally on streets or from vacant off-street areas. Many of these 
facilities lack basic infrastructure such as toilets, shelters, paving or informal trading facilities. 
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Safety and Security 

The municipality is affected by various forms of crime ranging from rape, robbery, burglary and assault as well 
as access to certain crime scenes due to bad conditions of roads and lights. Therefore strategies aimed at 
stopping crime before it happens, are required. 

Measures taken to improve Performance 

• Review of by-laws and training of Environmental Management Inspectors 

• Prioritize Waste Management 

• Procurement of Waste Management Fleet. 

• Engage on a prioritize recruitment drive so as to enhance human capital within the section 

• Waste unit to be informed of any illegal dumping and other waste related challenges in order to send Youth 
Jobs in waste to educate the community. 

• Ward committee should also assist in educating the community members about healthy living and clean 
environment. 

• The committee should review the service level agreement between the Municipality and service providers 
to resolve this matter. 

• Rhabilitation of old infrastructure and construction of new infrastructure to deal with the demands of the 
growing population of kwaDukuza Municipality. 

• The response to crime, safety and security would require an integrated, multifaceted approach that includes 
all stakeholders in all areas of crime prevention. 

CIVIL ENGINEERING: PEREORMANCE HIGHLIGHTS 

The Civil Engineering Services Department is one of the strategic departments responsible for infrastructure 
development for ensuring basic service delivery and performance areas in the following: 

• Civil Services (Roads and storm water; Sidewalks etc.) 

• Municipal Building Maintenance Services 

• Civil Infrastructure Planning, Construction & Routine Maintenance 

• Project Management Unit 

Civil Engineering Services Department is the Municipal Division which play a pivotal role in fulfilling the 
objectives of Local Government as envisaged in Chapter 7, Section 152 (l),(c),(d) and (e) of the Constitution of 
RSA Act no. 108 of 1996. The Council has entrusted this division with the following authority, roles, 
responsibilities and key performance areas in order to carry out the aforesaid constitutional mandate and a five 
year strategic agenda for the current Council. 

• Plan, co-ordinate and manage the implementation of infrastructure projects, ie.: roads, stormwater 
system, halls, creches, municipal buildings, sportfields etc 

• Co-ordinate the implementation of infrastructure maintenance 

• Source funding for the implementation of capital projects. 

• Attend to community queries and complaints 

• Assist in job creation by promoting labour intensive methods of construction 


CHALLENGES: 

• Poor performance of the service providers 

• Project and Contracts Management 

• Proper planning 

• Project registration and reporting 

• Shortage of skilled personnel 

• Contractor’s development programme 

• Road marking, installation of gursdrails, traffic calming measures and street sweeping 

• Ageing Infrastructure (CIP,PMS;SWMS;RAMS) 

• Intergrated Infrastructure Planning 

• Services that exist on our road networks (WATER MAINS; CABLES; etc) 

PROPOSED CORRECTIVE ACTIONS: 

• Close monitoring and performance reporting 

• Appointment of Director PMU 

• All stakeholders need to be involved on implementation of projects 

• Addressed MIS training done with consultants 

• Skills incentive, scarce skills allowance, attractive remuneration. Up-skilling 
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• A portion of work be sub-contracted to local emerging contractors 

• All road infrastructure safety functions to be transferred to Civil Engineering Services 

• More budget to be allocated to the rehabilitation programmes 

• Mobilisation of all relevant sector departments and stakeholders 

• Develop underground services mapping GIS and a proper rehabilitation programme to be developed by 
the custodian of such services. 


LOCAL ECONOMIC DEVELOPMENT 

• The overall score for the KPA is 70% for 2015/2016. 

Performance Highlights: 

During 2015/2016, council launched a cooperatives support programme known as KwaDukuza Mayoral Start- 
up Programme. Council set aside R250 000-00 for this programme. The aim of the programme was to provide 
equipment’s and working material for the cooperatives that operates in the manufacturing sector, car wash 
businesses and crafts sector. Seven (7) cooperatives were supported from this programme. There has been a 
huge response by emerging entrepreneur in this programme. 

SMME FLAGSHIP PROGRAMME (EMERGING CONTRACTORS DEVELOPMENT 
PROGRAMME) 

KwaDukuza Municipality has implemented the three year incubation programme targeting about thirty (30) 
emerging contractors with CIDB Grade 1. The programme is focusing on providing capacity building for 
SMMEs in particular around technical and business skills. The programme also will focus on ensuring that these 
incubates are given an opportunity to do the business with council, through targeted procurement. The 
programme is being done as part of the partnership with ABSA Bank. A number of partners have been identified 
to work with us in this programme; amongst the partners are Department of Human Settlements, NHBRC, 
Construction SETA and CIDB. 

WOMEN IN BUSINESS SEMINAR 

In ensuring that one of the national prioritized goal, is achieved (women empowerment), kwaDukuza 
Municipality continued to strengthen its relationship with Ithala Bank, which led in the Women in Business 
themed as, “Imbokodo lyazenzela” seminar held over a period of two days in June 2016. A total number of 
140 women, who are in various business set up such as Cooperatives, NGOs , informal and formally registered 
businesses benefited from this seminar, which was addressed by various government institutions including one 
on one consultation sessions held during the sessions. 

JOB CREATION INITIATIVES 

The municipality has been working very hard to form a job creation partnership with private sector. The pilot 
project has been Local Employment partnership with the developers and owners of Ballito Junction. This 
partnership works as follows: (i) the developer have established a CEO office where it coordinates the 
recruitment of workers for the main contractor (WBHO) and its sub-contractors, (ii) Live wards (4, 6,8,21 and 
22) communities supply the employment in this programme. Ward Councilors are also on the fore-front to 
recommend the employees. The second phase of this programme, will involve the recruitment of permanent 
staff for retailers or tenants of the extended Ballito Bay Mall. There are other similar initiatives that are under 
way including the building of Chief Albert Luthuli Skills Centre by Isibaya Trust and also on-going negotiations 
with Hullets Development. 

COMMUNITY WORKS PROGRAMME (CWP) 

During the 3'^'* quarter of 2015/2016, KwaDukuza Municipality CWP business plan was approved by National 
Department of Cooperative Governance (DCOG). The municipality was allocated 550 work opportunities. 
Twenty one (21) wards were prioritized to benefit the programme. 550 people have been recruited in this 
financial year. The recruitees work eight (8) days a month and they are paid stipend. This programme is aimed 
in fighting poverty. 

TOURISM FUNCTION 

The municipality has executed its tourism function. There has been innovation in improving the marketing of 
the area to both domestic and international shows. The municipality for the first time participated in the Soweto 
Wine Show on its own without the support of the Tourism KZN, who usual books stand for all our shows. Our 
participation was aimed in targeting the strong emerging markets in particular Black Middle Class. The 
municipality also developed a new edition of tourism brochure. 15 000 brochures were produced and are being 
distributed. The municipality tourism office participated in the KwaDukuza Child Welfare for the first time to 
promote our ‘Shot Left’ programme. 
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CHALLENGES 

• Poor cooperation and lack of resources from other government departments and agencies responsible 
for economic development, 

• Inadequate skilled economic development practitioners to focus on the key economic sectors in 
particular supporting of the established businesses, 

• Lack of formal structure to engage with private sector, 

• Lack of funding support by government departments, 

• Lack of diversified investment in our area, 

• Lack of affordable business facilities for SMME, 

• Drought has impacted negatively on the agricultural sector, 

• Delayed in implementation of SECO Programmes by the SCM processes done through the Province, 

• High level of unemployment leads to an increased number of communities living in abject poverty. The 
municipality faces challenges with regard to marketable and skilled work force, thereby creating a gap 
in productivity which in turn has a negative impact on the economic growth path. 

POSSIBLE SOLUTIONS 

• Eormalizing the relationship with Sector Departments and Agencies responsible for LED through formal 
agreements, 

• Ensuring that skilled and competent staff are recruited where vacancies arise and also continue to provide 
necessary training for the existing staff to improve their capacity to handle the dynamic changing economic 
climate, 

• Eormulate proper engagement structure with both established and emerging businesses/ entrepreneurs, 

• Ensure that council provides affordable facility for small businesses and local landlords are also encouraged 
to give favourable rentals to local businesses. 

• East-track the finalization of the implementation of SECO Programmes. 

• A strategic approach by the municipality should be encouraged to ensure that more job opportunities are 
made available and economic development programmes are enhanced. 


MUNICIPAL FINANCIAL VIABILITY AND MANAGEMENT 
• The overall score for the KPA is 81% for 2015/2016. 

Performance Highlights: 

In preparation for the implementation of MSCOA, the Einance Department has made some inititaives to assist 
all other Departments by initiating and driving the process of implementation regarding MSCOA. Einance co- 
ordinated the meetings with Provincial Treasury, development of the SCO A committee and setting up of 
meetings with the KDM stakeholders regarding the implementation of SCOA. Einance also co-ordinated various 
budget meetings with the Directorates during the adjustments/final budget process and providing support to the 
Imbizo held in different wards regarding the budgets. 

Various departments were assisted with audit queries, timeous submission of responses on audit queries to the 
AG, constantly liaising with AG and providing information and assistance. 

As part of a Mandela Day initiative. Finance assisted the Food for Life team in the cooking and distribution of 
food within KwaDukuza. 

Despite challenges, we have managed to achieve unqualified audit opinion with no material adjustments for 10 
consecutive years. 

The Finance department kept liaising with other departments and overseeing the process of efficient capital 
payments and budget processes in achieving 81% capital spend for the year 2015/2016. 

The third general valuation roll was implemented from 01 July 2015 and the objections resolved by October 
201. S78 adjustments to the roll are performed monthly and promotion of home ownership of EEDBS 
beneficiaries by incentive scheme.The department has direct contact with organs of state to ensure recovery of 
arrears and the recovery of debt by way of raids to clamp down on tampering of meters and raising of back 
charges. There is an increase in number of statements being e-mailed 


Challenges: 

o Lack of documented systems and processes. This allows poor practices to be inculcated over 
time and the lessons learnt are gradually lost with time, 
o Lack of meeting/board rooms. Critical meetings required to be held are sometimes required to 
base around logistical availability rather than urgency of the matters to be addressed, 
o Poor accounting knowledge in user departments. Departments often produce information and 
data based on their internal processes and are not able to adapt to the changing reporting 
obligations as they don’t apply the underlying accounting principles. 
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o High Vacancy Rate reduces the ability to implement new systems/procedures. This further 
requires the office channels resources towards meeting minimum compliance rather than 
enhancing the verification and review processes. 

o Lack of accountability. Timeframes and deadline dates are not always respected by user 
departments. This leads to a situation where undue pressure is placed on the depleted staff 
complement to produce various reports, eg Annual Financial Statements and Annual Budget, 
o There are a lot of vacant positions with a number of staff on acting positions which reduces 
stability of the department. 

o There is also a need to need to restructure Billing section and training interventions will be 
required 

o There are certain types of accounts that hamper debt collection eg estates, liquidated estates 

Measures taken to improve Performance: 

o Standard Operating Procedures are currently being developed to address the lack of 
documentation. Given the various challenges raised above these are begin dealt with on a risk basis 
and therefore is taking longer than expected. 

o Baselines are currently being established to incorporate deadlines and financial requirements (e.g 
virements) into Performance Agreements in the upcoming year, 
o Departmental scorecards are cascaded down to manager levels which improve 

productivity/efficiency within the sections. Frequent sectional meetings will be held to raise 
pertinent issues and determine avenues to resolve the matter accordingly, 
o MFMP training for staff will be undertaken and training relating to specific job functions will be 
undertaken to keep abreast of any new amendments relating to standards/policies etc. 
o Financial systems are currently being updated and automated via mSOCA to reduce manual input 
and human error. It must be noted that whilst this does have various benefits, it requires 
accountability from all user departments as mSCOA is an organisational change, 
o Desktop internal revenue enhancement was implemented utilising the new valuation roll 
o Streamlined disconnections by service provider 
o Monthly blocking of meters in respect of accounts in arrears 
o Consolidation of consumer accounts and active follow up on AODs 
o Aligning refuse tariffs to actual commercial refuse collection 
o Reviewing of revenue policies and bylaws for optimal collection of revenue 
o Replacement of maximum demand meters that are read automatically 
o Monthly submission of list of faulty meters to Electrical Department 
o Monitoring of non-technical energy losses 

o Check lists of monthly reconciliations drawn upas well as check lists of compliance submissions 
compiled 


GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

• The overall score for the KPA is 85% for 2015/2016. 

The Constitution of the Republic of South which is Act 108 of 1996 (the Constitution), places an obligation on 
local government to encourage the involvement of communities and community organisations in the matters of 
local government. This obligation is further re-emphasized by the Municipal Systems Act, 33 of 2000. Good 
Governance in general is widely recognized as providing the framework and tools required in ensuring that 
organizations are progressive and can operate in an effective and accountable manner. From a local government 
perspective, the framework reinforces the statutory authority and responsibility of a corporate body and assists 
the elected representatives and management in the delivery of quality and sustainable services. 

KwaDukuza Municipality has, over the years, advocated for greater synergy between all spheres of government 
providing services within its municipal area. The municipality has held successful engagements with provincial 
departments in an attempt to align municipal and provincial strategies in a manner that is responsive to the needs 
of the community.. 

It must be noted that even though there are challenges that exist in ensuring all departments are represented in 
these engagements, the situation has improved over the years and the level of contributions has also been 
increasing. The multi-sectorial engagements that the municipally facilitates, as part of the IDP process, offers 
sector departments with an opportunity to interact with the communities they serve. 

Performance Highlights: 

During the 2015/16 financial year, KwaDukuza Municipality managed to improve the functionality of the ward 
committees as per the COGTA’s requirements, meaning that the councillor was able to convene the community 
meetings as per the legislated requirement; convene the ward committee meetings at ward level; the ward 
committee structure was able to submit the individual sector reports and that the councillor was able to submit 
his or her ward reports on time 

KwaDukuza Municipality also managed to approve the fraud and ethics policies which will be used to regulate 
ethical behaviour of both the councillors and municipal officials 
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Challenges: 

Most community meetings were called off because there were many community protests and 
it was dangerous to call community meetings 

Measures Taken to improve Performance: 

For 2016/17 Financial Year, the Chief Operations Officer will be monitoring the implementation of the 
scorecard on monthly basis and regular sectional meetings with sectional managers wherein progress on the 
implementation of the quarterly targets will be discussed. 


CROSS-CUTTING INTERVENTIONS-SPATIAL PLANNING & ENVIRONMENTAL 
MANAGEMENT 

The overall score for the KPA is 40% for 2015/2016. 

Performance Highlights: 

KwaDukuza Municipality as compared to similar sized municipalities is far advanced in the establishing of the 
relevant structures for SPLUMA and is on par with larger municipalities. This is evident by the ‘recognition’ it 
has received from various organisation or government departments wherein the relevant department has been 
requested to share its experiences on the implementation of SPLUMA at different forums. This includes 
presenting at SALGA meetings, Planning Law Forum, etc. and interaction with other municipalities not only in 
KwaZulu Natal but as far as the Eastern Cape Province. 

To date there are number of applications that have been processed using the new act where the Municipal 
Planning Approval Authorities have taken decisions. The Municipal Planning Tribunal is comprised of external 
professionals who are qualified and knowledgeable on issues relating to development implementation. 

The soon to be council adopted policies such as the KDM City Development Strategy and the Revised Spatial 
Development Framework will be the determinants that will be driving the urban renewal process going forward. 
As such, the Spatial Development framework has gone through the public participation process for the IDP and 
will now commence the relevant stipulations of SPLMA where the new council will be required to adopt the 
reviewed Spatial Development Framework within six months of the new council being formed. 

The municipality has also been consistent in terms of plan approvals in the sense that 849 building plans were 
approved this financial year as compared to 868 building plans. The estimated value of the building plans 
approved almost doubled as compared to last financial year. This can be ascribed to, amongst others, the 
contribution of the construction of the extension of the current Ballito Junction Mall to a regional mall. The 
municipality also increased its revenue collection from Plan Fees in the current year under review to R8, 5 
million as compared to R5, 4 million which was collected last financial year (2014/15). 

Challenges: 

In respect of the actual building activity, the municipality issued 301 completion certificates as compared to 401 
issued the last financial year - this is 100 less completion certificates. The drop can also be ascribed to the 
nature of some of the on-going building activities which are more that SOOsqm - which means that they will 
take more than 6 to 12 months to complete. The building activity completed equates to R853 million in terms of 
value (this being less that R66 million) and the area in terms of completions has also dropped from 116055sqm 
last financial year (2014/15) to 105 326 this financial year (2015/16). 

Measures Taken to improve Performance: 

To continue with full implementation of SPLUMA within KDM. 
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1.2 MUNICIPAL MANAGER’S FOREWORD 



the citizens of KwaDukuza. 


2016 has been a year filled with extraordinary changes for the municipality. 

We have been able to record a number of achievements and have met 
municipal objectives, the challenges faced and the corrective measures to be 
taken going forward. 

I am happy to report that the difficulty we have had with the implementation 
of the MIG Funding is a thing of the past. We have been able to obtain 100% 
spending of the MIG Funding which went towards infrastructure 
projects. The planning and development of our infrastructure is a critical 
component in terms of enabling the municipality to deliver key services to 


Previous challenges with under expenditure on capital projects have been resolved with the splitting of the 
Technical Services Department into Electrical and Civil Services Departments . The restructuring of these 
departments has assisted in accountability and planning which has addressed the issue of backlogs. During the 
2015/2016 Financial Year, Council again took a resolution to split the Municipal Services Department into two 
to maximise efficiency of Community Services and Community Safety. These two departments are both headed 
by Executive Directors. 

As part of our ongoing commitment towards service delivery, we have focused on developing our infrastructure 
as it contributes towards economic development which equates to job creation and better living standards of our 
communities. 


Where we have had difficult days, we continue to fulfil our service mandates. In aligning with the KwaZulu- 
Natal Provincial Growth and Development Strategy, the Municipality’s Response to Climate Change has been 
to partner with ICLEI Africa (2012 - 2015) as part of the global initiative of Promoting Urban Low Emissions 
Development Strategies (Urban LEDS) in emerging economy countries and integrate this into municipal 
planning and delivery. The completion of KwaDukuza’s first ever Green House Gas and energy profile has been 
done and the Developmental Review and Climate Change Committee have been established as a driver and the 
platform for climate change internally. 

Job creation still remains one of our key focus areas. We have focused on promoting and establishing 
programmes for SMMEs and entrepreneurial support, rollout and intensification of Agricultural projects. 

KwaDukuza has maintained a good financial position in the rankings with regards to financial sustainability. We 
have received our tenth consecutive unqualified audit opinion. To ensure ongoing service delivery targets are 
met, the Municipality has embarked on cost containment measures that will enable us to minimise unnecessary 
expenditure and assist in streamlining spending. 

We will continue to stretch our resources in our quest to bring services to the residents of KwaDukuza. To 
document our achievements for the past five years we have compiled a booklet which reflects all Council 
successes. My heartfelt thanks to all the officials, ward committees’ and councillors who have worked hard to 
ensure that we are a success. 


The Annual Report for the financial year 2015/2016 records the achievements of the municipal objectives, the 
challenges faced and the corrective measures to be taken going forward. The Integrated Development Plan 
(IDP), the approved Budget and Service Delivery Implementation Plan (SDBIP) provide the basis for all service 
delivery projects implemented during the year. This report has been prepared in compliance with the provision 
of Section 21 of the Municipal finance Management Act, 56 of 2003 and the Local Government: Municipal 
Systems Act, 32 of 2000. The Annual report is provided in order to: 

• Record all activities of the municipality for the period under review 

• Report on performance on the pre-determined objectives against budget 

• Promote accountability to the local community for decisions made during the year 2015/2016. 

• Provide corrective measures for all the targets that were not achieved in order to improve in the 
2016/2017 financial year 


The Back to Basics programme that has been implemented at all government levels ensures that we are on track 
with fast tracking services on the ground. 

As we deliver upon our mandate, we draw inspiration from pockets of excellence within our workforce which 
helps us grow in strength. Through public participation processes we have been able to fulfil the mandate as 
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dictated in the Constitution of South Africa (Act no. 108 of 1996) which mandates local government to provide 
a democratic and accountable local government and encourage the involvement of communities and community 
organisations in the matters of local government. Measures were introduced to entrench community 
participation and also to transform the local government functions with emphasis on development rather than 
regulations as was the case under the previous dispensation. As a result, developmental Local Government, in 
terms of the White Paper on Local Government, is defined as “local government committed to working with 
citizen and groups within the community to find sustainable ways to meet social, economic, and material needs 
and improve the quality of their lives”. 

The Integrated Development Plan spells out our objectives. While unemployment, poverty and inequality 
remain our key challenges, we have been clear in our approach to align the IDP priorities with the National 
Development Plan, ahead of 2030, where we will see our vision of becoming a vibrant city being fulfilled. Not 
far from being certain about the possibility of fulfilling Vision 2030, we remain confident and wish to express 
that we are moving forward with pace in building our city. 

Job creation still remains one of our key focus areas as it contributes towards economic viability for the 
Municipality through local economic development initiatives to ensure a lasting legacy. The Municipality has 
focused on promoting and establishing programmes for SMMEs and entrepreneurial support, rollout and 
intensification of agricultural projects and support in communities. We have also established Tourism and 
Heritage Development and Community and Knowledge centres. Spatial equity provides positive environment 
for Industrial Development Renewal and Regeneration of KwaDukuza main town and Shakaskraal. 
Development of priority clusters such as the KwaDukuza node, Groutville, Woodmead/Shayamoya and 
Southern node/ Driefontein ensure adherence to the principles of National Environmental Management Act, 
(107 of 1998), proper application of KwaDukuza Environmental Policy, Strategic Environmental Assessment 
Coastal Management Act and Coastal Management Plan. 

As management we have put in place various mechanisms to address the issues that hold us back from a clean 
audit. Key concern areas are revenue loss through material loss of electricity. As part of mitigating measures the 
following has been done to reduce electricity loss: 

Audit of all streetlights within gated communities 

Replacement of 230 maximum capacity meters for improved meter readings 

Inspection and disconnection of electricity supply to defaulting clients 

Appointment of a contractor to ensure safe and legal electricity connections 

Eormation of an energy task team to look at energy loss strategies. 

The issue of irregular expenditure will be addressed through an SCM checklist that will form part of the 
quarterly reports to be submitted to Council. MPAC will also be providing oversight to ensure that each 
departmental head is held accountable for any irregular spending in departments. Cost containment measures 
have also been introduced to ensure continued financial health of the Municipality. 

The KwaDukuza Local Municipality’s Annual Report is compiled in terms of the legislative requirements of 
Chapter 6, Section 46 of the Local Government Municipal Systems Act, 32 of 2000 and it has been prepared in 
accordance with the provisions of Chapter 12, Section 121 of the Municipal Finance Management Act, 56 of 
2003 and thereafter approved by the Municipal Council after following all the processes prescribed by Section 
129 of the MFMA. In compliance with the provisions of the MFMA, this Annual Report was tabled by the 
Mayor at a Municipal Council meeting held on the 3L‘ of January 2017, as prescribed by Section 127 of the 
MFMA, and was thereafter publicised for comments, this done in terms of Section 21(a) of the MSA. The 
Municipal Systems Act prescribes the role of each sphere of government in the municipal performance 
reporting. 

The Annual Report will be further considered by the Municipal Public Accounts Committee (MPAC) 
established by the Municipal Council, as directed by Section 129 of the MFMA, to assist the Municipal Council 
in considering the Annual Report. The report of the MPAC will be included in the Annual Report and made 
public in terms of Section 21(a) of the MSA. This report will be subjected to vigorous oversight work by the 
Municipal Public Accounts Committee, to which management is grateful for thorough scrutiny, verification and 
validation by the MPAC, Performance Audit Committee, Internal Audit and Council. The recommendations of 
the MPAC and Performance Audit Committee will be implemented by the administration in order to improve 
the quality of our work and service delivery. With continued support and guidance from the MPAC and the 
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entire Municipal Council, I am certain there would be significant and notable strides from the current status 
going forward. 


In presenting this report for the financial year ended 30 June 2016, we acknowledge progress made during the 
2015/2016 financial year and the challenges that lie ahead. Detailed accounts of all the challenges and remedial 
actions going forward have been provided in this Annual Report. 

We will continue to stretch our resources in our quest to bring services to the citizens of KwaDukuza. May 2017 
be the year for even greater achievements! Let us all work together to create a vibrant and economically 
sustainable City. 



Nhlanhla Mdakane 
Municipal Manager 
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1.2.1 Sharing of functions with Sector Departments 

KwaDukuza Municipality has formed partnerships with other Government Departments to ensure that service 
delivery is sped up and there is no duplication of services between the Municipality and other Sector 
Departments. The Following Departments have projects that are currently under implementation within the 
Municipality. 


DEPARTMENT OF HUMAN SETTLEMENTS 

Medium Term Expenditure Framework 
2015-2018 


Project Name 

Project 

Status 

Project 

Type 

Proposed 

Units 

2015/16 

R’OOO 

2016/17 

R’OOO 

2017/18 

R’OOO 

Groutville Prionty 2 

Construction 

ISU 

2000 

17360 

200 

300 

Groutville Priority 5 

Construction 

ISU 

1000 

7140 

200 

200 

Rocky Paric 

Construction 

IRDP 

770 

2100 

0 

0 

Steve Biko Ph 2 

To Start 

construction in 
Apr 2015 

ISU 

1028 

10750 

16500 

17250 

Sakhamkanya 

To start 

construction in 

Feb 2015 

ISU 

2224 

14340 

12500 

13250 

Sokesimbone 

To start 
construction in 
Apr 2015 

Rural 

1000 

8500 

8500 

0 

Aldinville 

Delayed — 
subsidy to be 
aligned 

ISU 

600 

1600 

0 

0 

^bert Luthuli 

Delayed- lA 
terminated 

ISU 

1000 

4800 

0 

0 
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DEPARTMENT OF HUMAN SETTLEMENTS 

Medium Term Expenditure Framework 
2015-2018 


Ethafeni 

Delayed - lA 
terminated 

iSU 

842 

2400 

Groutville Priority 1 Ph 2 

Chris Hani 

Planning 

ISU 

1000 

0 

Groutville Priority 1 Ph 2 

Uvods 

Planning 

ISU 

1000 

0 

Groutville Priority 1 Ph 2 

Ntshawini 

Planning 

ISU 

1000 

0 

GroutviHe Priority 1 Ph 2 

Sihle Phakathi 

Planning 

ISU 

1800 

0 

Nythikazi 

Planning 

ISU 


0 

Etete Ph 4B 

Planning 

ISU 


0 

Driefontein 

Planning 

ISU 

1500 

1200 

Hyde Park IRDP 

Planning 

IRDP 

4600 

0 

Nonoti Mouth 

Planning 

ISU 

350 

0 

Charlottedale 

Feasibility 

ISU 


0 

Mgigimoe 

Feasibility 

ISU 


0 

Madundube 

Feasibility 

ISU 


0 



15500 

0 


19500 

0 


15500 

19500 

15500 

19500 

12500 

13250 

12500 

17250 

12500 

13250 

0 

0 

10100 

12500 

1500 

8500 

3000 

11500 

3000 

11500 

M 



KWADUKUZA 


UMNGENI WATER 

Medium Term Expenditure Framework 
2015-2018 


<PA2: Basic 
Service 
Delivery and 
Infrastructure 
Development 


1 , 3, 14, 
16, 19 
and 26 


Lower Thukela Bulk Water Supply Scheme Implementation 

^rpose: Augment the bulk water supply on 
;he North Coast to meet the anticipated 
growth in demands. 

Expected Outcomes: Weir and llOMI/day 
ibstraction works on the uThukela River; de- 
biting works; WTP initially sized to SSMl/day 
and ultimate llOMi/day, pump stations and 
3ulk supply pipelines to deliver water from 
iie WTP to Mandeni Municipality and 
(waDukuza Municipality. 
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UMNGENI WATER 

Medium Term Expenditure Framework 
2015-2018 


National KPA 


WARD 

NO. 


KPA 2: Basic 
Service 
Delivery and 
Infrastructure 
Development 


PROGRAMME & PROJECT 
DESCRIPTION 


27 Maphumulo Bulk Water Scheme 
Phase 2 

Purpose: To supply the communities 
n Maphumulo, Maqumbl and 
^shvillefrom the Imvutshane River 
Afith an assured supply of water. 

Expected Outcomes: 

^hase 2 - 3.2 million cubic metre 
mvutshane Dam (PH2a); upgrade of 
:he WTP to 12Ml/day (PH2a). 
Abstraction works on the Hlimbitwa 
River (PH2b}. 


PROJECT STAGE 


Implementation 


2015/2016 
R (000) 




MTEF (2015/2018) 


2016/2017 

R (000) 


60,189 
(subject to 
review) 



2017/2018 
R (000) 


KWADUKUZA 



UMNGENI WATER 

Medium Term Expenditure Framework 
2015-2018 


KPA 2: Basic 
Service 
Delivery and 
Infrastructure 
Development 


26 


Fawsley Park Balancing Reservoir planning 
and Pipelines 

fo integrate the Lower Thukela Bulk 
Water Supply Scheme with the 
existing North Coast Supply System, 
rhis will allow potable water from the 
Lower Thukela Bulk Water Supply 
Scheme to be 

jravity-fed to the Honolulu Reservoir 
Complex and further to Avondale 
Reservoir. 


23 240 73 528 
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SEMBCORP SIZA WATER 

Medium Term Expenditure Framework 
2015-2018 


Woodmead 1& 2, 
Ext 3 (221 

Security and Fencirra 

Pre-Plannin#? 

400 



Shakaskraai 
WWTW (221 

Removal of Sludge from Sludge Pond 
2 

Pre-PlanninR 

205 



Frazers WWTW 
(6) 

Replace Raw Seweraoe Pump 1 

Pre-Planning 

75 



Sheffield WWTW 
(22) 

Install Ammonia Meter and Automatic 
Sampler 

Pre-Planning 

60 



Frazers WWTW 
(6) 

Replace Hydraulic Grease Gun & 
MRVs 

Pre-Planning 

50 



Nkobongo & 
Shayamoya (8,23) 

nstallation of 3000 house connections 
arxJ waterborne sewer connections 

Pre-Planning 

X 

X 

X 

Shakashead & 
Etete (4,7,20) 

nstallation of 2500 house connections 
and waterborne sewer connections 

Pre-Planning 

X 

X 

X 

Compensation & 
Salt Rock (22) 

Installation of odour control units 

Pre-Planning 

200 



Santorini & 
Honolulu (6) 

Genset forSPS 

Pre-Planning 

300 

350 

350 



SEMBCORP SIZA WATER 

Medium Term Expenditure Framework 
2015-2018 


Shakashead Upper 
14) 

1 50m of 160mm Sewer Reolacement 

’re-Planning 

17‘ 



Compensation & 
Salt Rock (221 

installation of Odour Control Units 

3re-Planning 

20( 



Santorini & 
Honolulu(221 

Gensets for SPS 

^re-Planning 

3QCl 

300 

35C 

Villaae SPS (221 

New Electrical Panel 

^re-Planning 

15C 



Shakaskraai WWTW 
(221 

Removal of Sludoe from Sludoe Pond 2 

^re-Plannlne 

19{ 



Frazers WWTW (6) 

Replace sand in drying beds. Grit Pump, 
sluice Plates & NRV 

^re-Planning 

130 



Frazers WWTW (61 

Reolace brush cutter, chain block & slinas 

^re-Planning 

35 



Sheffield WWTW 
(22) 

New Flammable & Acidic Cupboard, 

Residual Chlorine Meter 

^re-Planning 

8C 



Ashley Rd, Ballito 
(61 

Upgrade of 450m of 160mm Upvc Water 

Tiain 

^re-Plannlne 

500 



Basil Hulett & 
Hewitt Rd (221 

Upgrade of 1 200m of 1 1 0mm Upvc Water 
Tiain 

^re-Plann1ng 

650 


Shakaskraai & 
Villaae (221 

Gensets for SPS 

’re-Plannlng 

150 



Santorini SPS (221 

Odour Control aod Access Road 

^re-Plannina 





rnmm 
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SEMBCORP SIZA WATER 

Medium Term Expenditure Framework 
2015-2018 


WARD NO. 

PROGRAIV1ME & PROJECT 
DESCRIPTION 

PROJEa STAGE 

MTEF (2015/2018) 

2015/2016 

R(OOO) 

2016/2017 

8(000) 

2017/2018 

8 (000) 

Zimbali (6) 

Mew 160mm water mains 

^re-Planning 

250 



Various areas 
14,7,8,20,23) 

Raise and replace Sewer Manholes 

’re-Planning 

350 

380 

400 

Various areas 
(6,22,11) 

Raise and replace meters 

^re-Planning 

220 

260 

280 

Shalraskraal (22) 

200m of 160mm Sewer Replacement 

’re-Planning 

300 



Sheffield WWfW 
(22) 

Replace lininq at Pond 

’re-Planning 

100 



Susan Av, Ballito 
(6) 

Upgrade of 350m of 110mm Upvc 

Water main 

^re-Planning 

450 



Sandra Rd, Ballito 
(6) 

Upgrade of 160m of 110mm Upvc 
Water main 

’re-Planning 

340 



Salt Rocl( (22) 

Installation of Gravity Sewers 4 Phase 

Design 

2 000 

2 255 

2 500 





SEMBCORP SIZA WATER 

Medium Term Expenditure Framework 
2015-2018 


Compensation Beach 
Rd (6) 

nstallation of isolation valves 

’re-Planning 


200 


Michelle Str, Ballito 
(«) 

Upgrade of 450m of 110mm Upvc water 
Yiains 

’re-Planning 


180 


Sarland Rd, Sait Rock 
(22) 

Relocate 350m of 160mm sewer mains 

’re-Planning 


50C 


Ballito Business Park 
(6) 

Relocate 650m of 160mm sewer mains 

’re-Planning 


50d 


Shakaskraal (22) 

Mew Pumps, Electrical Panel & Security 
'encing 

’re-Planning 


555 


Chakas Coves & 
Zimbali Lakes (6) 

\ccess Roads for SPS 

^re-Planning 


100 


Sheffield WWTW 
(22) 

Replace portable ph conductor meter 

^re-Planning 


12 


Ballito (6) 

Upgrade of Madeleine & Elizabeth Road 

’re-Planning 



600 

Salt Rock (22) 

Upgrade of 700m of 110mm Upvc 
/vatermains 

’re-Planning 



525 

Tafeni (22) 

\ccess Road, Security & Fencing 

’re-Planning 



25C 

Frasers WWTW (6) 

Replace supernatant pump 

^re-Planning 



25 

Frasers WWTW (6) 

Extension of Workshop 

^re-Planning 



300 
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EDTEA: 2015/16 Projects for IDP: KwaDukuza Municipality 


National KPA 

Planned Programme and Projects 

Proposed Budget 

Natural resources 

management and 

enhancement, action projects 
for sustainable development 

Greening of low Income Homes - KwaDukuza with 2 
fmit trees per household 

R75,000 


Education and Awareness: 

• Municipal Staff workshop: 

• Schools Environment Education Projects 

(SEEP): Schools (Excursions) Package 

• Eco Schools: 

• Clean up campaigns: 

• Women Enviro Clubs: 

• Youth Group: 

• Celebration of environmental theme days: 

• Awareness Posters Competitions - Climate 
Change 

EDTEA : R 1 

2,500 


• Environmental Compliance and Waste 

Support 

• Municipal Environmental Audits 

• Greenest Municipality Competition 

• IWMP Support 

• Waste Minimization & recycling Promotion 

EDTEA : Human 
Resources 


• Environmental and Planning Tools 

Alignment Program. 

EDTEA- Human 

Resources (In-house) 
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The Department of Education Projects 


MTEF 3 YEAR 
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The Department of Social Development Projects 2012/ 2016 


MTEF 3 YEAR 

2016/2017 

R (000) 

R103,253.172 

R277,750.00 

R1 14,200.00 

1 

R654,402.50 

R2, 104 ,553.00 

RO.OO 

SUSPENDED 

R322,088.69 

R226,469.65 

R293,637.96 

cn 

00* 

00^ 

CN 

Os 

Pi 

CN 

^* 

r-- 

cn 

so" 

O 

m 

Pi 

R2 11,027.63 

R172,213.25 

R2, 062 ,9 19. 32 

lO 

(N 

IT) 

SO 

lo 

CN 

Pi 

2015/2016 

R (000) 

R93,866.52 

R252, 500.00 

R93,500.00 

1 

R594,918.50 

Rl, 913,230 .00 

1 

R292,807.90 

R205,881.50 

R266,943.60 

R175,289.40 

R278,522.20 

R191, 843.30 

R156,557.50 

Rl, 875 ,38 1.20 

R195,604.75 

2014/2015 

R (000) 

R 85,333.20 

R250 000.00 

R85 000.000 

RO.OO 

R540,835.00 

R 1,739,300.00 

1 

R 266,189.00 

O 

O 

IT) 

SO 

00 

R 242,676.00 

R 159,354.00 

R253,202.00 

R 174,403.00 

R 142,325.00 

R 1,704,892.00 

R177,822.50 

Status Of Project 
2013/2014 

Active 

Active 

Active 

Not active 

Not active 

Active 

RO.OO 

SUSPENDED 

Active 

Active 

Active 

Active 


Active 

Active 

Active 

Active 

Project 

Description 

















Ward Number 
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1.2.2 Statement on previous financial year’s audit opinion 

It is with great pride that we make mention that KwaDukuza Municipality has received its 11th consecutive 
unqualified audit report with findings on the following matters: 

• As disclosed in note 32.8 to the financial statements, material losses of 96.7 million kilowatts 
amounting to R78.09 million were incurred as a result of technical and non-technical electricity 
distribution losses. 

• Material underspending of the capital budget: the municipality has materially underspent the budget on 
capital expenditure to the amount of R45, 51 million. This resulted in the municipality not achieving its 
planned service delivery targets for the year. 

• Reasonable steps were not taken to prevent irregular expenditure. 

• R187, 9 million (96.86%) of irregular expenditure incurred in the current financial year was as a result 
of the contravention of SCM legislation. The root cause of the lack of effective prevention and 
detection are inadequate monitoring controls in the form of a compliance checklist, to ensure that all 
awards comply with Municipal SCM Regulations. 

• During the 2015/2016 financial year the municipality had monitored measures put in place to address 
the issues raised above. These include: 

o Proper PMS systems/procedures have been put into place to ensure that all evidence provided 
to the PME Director for onward submission to the AG is complete and accurate. This 
information will be used to support each ED’s performance on the respective department’s 
scorecard. 

o Erequent Einance MANCO meetings were held to discuss progress on matters included in the 
OPMS and guidance provided on way forward for those matters where we fell short. This 
proved to be fruitful. 

o The Director Expenditure has throughout the year been tracking all payments to ensure that 
goods/services are procured through correct SCM processes. This is being done via the 
adoption of a SCM checklist. 

o An irregular expenditure register has been developed. This register has been tabled at the 
various structures of Council and The Auditor General, 
o A comprehensive Standard Operating Procedure was developed for the Einance Department 
for 2015/2016. The SOP has been adjusted for the amendments to existing programmes as 
per the updated OPMS. All Einance Directors will use the SOP to maintain sufficient evidence 
on performance targets . 

1.2.3 Current financial health of the municipality 

It is of vital importance that the municipality has adequate sources of revenue, from both its own operations and 
intergovernmental transfers, to enable it to carry out its functions. The Division of Revenue Act (DORA) has 
laid out the level of funding from National Government that will be received for the 2015/2016 to 2017/2018 
MTREE. Information about the available funding will illustrate the Municipality’s position more accurately. 

•Cash/Liquidity Position 

Cash management is crucial for the short and long-term survival and good management of the organization. To 
assess the financial standing of the municipality, a current ratio will be used; this ratio expresses the current 
assets as a proportion to current liabilities. A current ratio of 2:1 and greater is considered to be healthy. 
KwaDukuza’s current ratio for the 2015/2016 financial year is 2.18:1. The acid test ratio (which excludes 
inventory from the current ratio) is 2.16:1. These ratios are above the norm and are indicative of a good liquidity 
position. 

•Sustainability 

The municipality must ensure that the budget is balanced, funded and credible. Revenue must exceed 
expenditure. Services provided at all levels should be affordable. However, subsidies need to be made 
available to the indigent household who cannot afford to pay for basic services. 

•Accountability, Transparency and Good Governance 

The budget process and other financial decisions are open to public participation. It is critical that accurate 
information is produced within acceptable time-frames. KDM remains accountable to the community who 
provides the financial resources through either payment of rates and tariffs, or services. 


KWADUKUZA MUNICIPALITY ANNUAL REPORT • 33 


•Equity and Redistribution 

KwaDukuza Municipality must treat people fairly and equitably when it comes to the provision of services, just 
as KwaDukuza Municipality expects to be treated equitably by the national and provincial government when it 
comes to inter-govemmental transfers. KwaDukuza must ensure that redistribution is in line with the IDP. 

1.2.4 Revenue trend by source including borrowings 

Average cost of borrowings is 10.53%. The costs of borrowings have a definite impact on the budget. It is 
expected that regular marginal increases in rates can be expected throughout 2016/2017. Of the proposed capital 
budget of R359 370 372.84, a portion (R44.5m) is to be funded by way of borrowings. Cost of borrowings has 
been provided for in the municipal budget in the Medium Term Revenue and Expenditure Framework. 
KwaDukuza Municipality must honour all its loan obligations timeously. Failure to effect prompt payment will 
adversely affect the raising of future loans at favourable interest rates. Failure to pay any loan instalment will 
have severe repercussions, and may jeopardize the municipality’s credit rating. 

In addition to the timeous repayment of the loans, the municipality should adhere to the covenants stipulated in 
the loan agreements and the under-mentioned are some examples of typical covenant requirements: 


• Furnish audited annual financial statements timeously 

• Reporting of material changes in the financial position of the municipality 

• Material changes in the functions, power and duties of the municipality 

The municipality has developed a Borrowing Framework Policy and Guidelines. The objective of the policy is 
to limit interest rate and credit risk exposure to maintain debt within specified limits and ensure adequacy for the 
repayment of debt and to ensure compliance with all Legislation and council policy governing borrowing of 
funds. The primary goal in the borrowing of funds is to leverage finance at the lowest possible interest rates at 
minimum risk, within the parameters of authorized borrowings. 

The scope of the policy includes: 

• Risk - The need to manage interest rate risk, credit risk exposure and to maintain debt within specified 
limits. 

• Cost of Borrowings - should be structured to obtain the lowest possible interest rate, on the most 
advantageous terms and conditions. 

• Prudence - Borrowings shall be made with care, skill, prudence and diligence. 

• Ownership - All loans must be in the name of KwaDukuza Municipality. 


1.2.5 ASSESSMENT BY THE ACCOUNTING OFEICER ON ARREARS 

Total debtors as at 30 June 2016 is made up as follows: 


Description 

Total Debt 

Provision for Impairment 

Net debt 

Long term receivables 

7 426 504 

6 338 532 

1 087 972 

Current portion of long 
term receivables 

5076 

0 

5076 

Receivables from 

Exchange Transactions 

118 173 794 

57 685 200 

60 488 594 

Receivables from Non- 
Excbange Transaction 

168 094 828 

84 843 323 

83 251 505 

TOTAL 

293 700 202 

148 867 055 

144 833 147 


Table 5 


Total net debtors amounts to R144 833 147 as at 30 June 2016 representing a 22% increase since 2015 ( R 118 
489 091) 

The increase in debtors of approximately R26m over the reporting period is attributable to the following: 

• The effects of tariff increases. The exorbitant electricity tariff hikes introduced by Eskom and approved 
by NERSA was the main contributing factor for the increase in electricity debtors. 
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• The current economic recession climate. 

• Revenue accruals. 

The increase in the level of debt did not negatively impact upon service delivery as the Council had sufficient 
cash reserves in order to meet all its financial obligations. However, Council will maintain efficient debt 
collection and credit control systems and procedures. The importance of this function is heightened when one 
considers the challenging economic climate facing the country. 


1.2.6 ASSESSMENT BY THE ACCOUNTING OEEICER ON 
PERFORMANCE OF REVENUE COLLECTION 


% Debt collection rates as at 30 June 2016 


% DEBT 

COLLECTION 

RATE 

PEREORMANCE 

TARGET 

BILLING 

PAYMENTS 

COLLECTION 

VARIANCE 

ELECTRICITY 

87.00% 

472 342 253.15 

471 583 185.64 

99.84 % 

12.84% 

Positive 

RATES 

90.00% 

323 685 772.04 

311 016 175.72 

96.09 % 

6.09% 

positive 

REEUSE 

85.00% 

43 958 311.58 

43 671 049.62 

99.35 % 

14.35% 

positive 


Table 
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1.2.7 Risk assessment, including development and implementation of 
measures to mitigate the top 10 risks: 

The MFMA S62 (i)(c) requires a municipality to have and maintain an effective, efficient and transparent 
system of risk management. The focus of risk management in KwaDukuza Municipality is on identifying, 
assessing, managing and monitoring all known forms of risk across the municipality. 

While operating risk cannot be fully eliminated, the municipality endeavours to minimise it by ensuring that 
appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints. Responsibility for the risk management resides mostly with line 
management in all departments however every employee is responsible for risk management. Risk Assessment 
workshops with management was conducted with an aim of ensuring that management understands the 
importance of managing risks for the benefit of the Municipality. The Municipality has put in place mechanisms 
to identify and assess risks and developed specific mitigating strategies, plans or actions should the need arise; 
and also records, monitors and reviews risks continuously. 

A Risk Management Policy has been adopted by the Executive Committee. It enables management to 
proactively identify and respond appropriately to all significant risks that could impact on municipal objectives. 
The Municipality has the MANCO Risk Management Committee which is made of the Municipal Manager, 
Head of Departments, Internal Audit Unit .its role is to guide the development and implementation of Risk 
Management and to review and monitor key performance areas of the municipality on a regular basis and bring 
critical risks to the attention of various committees within the municipality. 

The Top 10 Inherent risks have been highlighted as per risk workshop conducted by Provincial Treasury. These 
risks are as follows: 

• Asset Management: Facilities Maintenance; 

• Strategic Planning: Performance Management Systems; 

• Financial Management: Supply Chain Management; 

• Electricity Infrastructure (Planning); 

• Electricity Infrastructure (Development); 

• Electricity: Provision; 

• Facilities Management: Municipal Buildings; 

• Municipal Services: Cemeteries Management; 

• Financial Management: Assets Management; 

• Municipal Services: Fire Rescue Services. 

The Top 10 Residual risks have been highlighted as per risk workshop conducted by Provincial Treasury. These 
risks are as follows: 

• Asset Management: Facilities Maintenance - there is currently no control in place to address this risk and 
therefore this risk area will not form part of the internal audit plan for testing until such time that 
management implement controls as per commitments made during the risk process; 

• Strategic Planning: Performance Management System - this is included for testing as it is a legislative 
requirement although the controls here have been rated by management as weak; 

• Municipal Services: Cemeteries Management - (risk is not directly controllable - mostly related to a lack 
of suitable land); 

• Electricity: Provision; 

• Financial Management: Supply Chain Management - included in audit plan; 

• Electricity Infrastructure (Planning); 

• Electricity Infrastructure (Development); 

• Facilities Management: Municipal Buildings - there is currently no control in place to address this risk 
and therefore this risk area will not form part of the internal audit plan for testing until such time that 
management implement controls as per commitments made during the risk process; 

• Economic Development Planning: Housing Provision - included in audit plan; 

• Financial Management: Tender Awards - included in audit plan. 


Graph 1 : Top 10 Municipal Risks 
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Based on the graphical presentation of the residual risks above, these are the ten risks that should be given high 
priority such that the goals and objectives of the Municipality can be met effectively, efficiently and 
economically. 

On the graph, the Green Bar is the level of Current Residual Risks which is the product of the inherent risk 
rating and the control effectiveness factor. The residual rating for all ten risks is above 20 (Moderate level) 
which is used as a threshold in terms of understanding the level of action to be taken in managing risks and this 
is clearly outlined on the table above. 

The Orange Bar on the graph reflects the level of the Desired Residual Risk. Action plans identified during 
risk assessments need to be implemented so as to reduce the level of the current residual risk (green line) to the 
level of the desired residual risk (orange line). The Yellow Bar indicates the Residual Risk Gap, the difference 
between the residual and desired residual risk. These risks should be given high priority such that the objectives 
and goals of the Municipality can be met effectively, efficiently and economically. The KZN Provincial 
Treasury’s Risk Management team will facilitate the monitoring, on a quarterly basis, the status on the 
implementation of the identified action plans . 


The following table (reflecting risk values to risk exposures) is used as a guideline in terms of understanding the 
level of action to be taken in managing risks. 


Residual risk 

exposure 

Risk Acceptability 

Proposed Actions 

Risk Value 

Critical 

Unacceptable 

Take action to reduce risk with 
highest priority, accounting 

officer/chief executive officer and 
executive authority/accounting 
authority attention. 


Major 

Unacceptable 

Take action to reduce risk with 
highest priority, accounting 

officer/chief executive officer and 
executive authority/accounting 
authority attention. 

Moderate 

Unacceptable 

Take action to reduce risk, inform 
senior 

Management. 

> 20 < 35 

Minor 

Acceptable 

No risk reduction - control, monitor 
and inform management. 

> 10 < 20 

Insignificant 

Acceptable 

No risk reduction - control, monitor 
and inform management. 

<10 


Table 7: Risk values to risk exposures 
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13. ELECTRICITY DISTRIBUTION 

The KwaDukuza municipality’s predominant source of energy for lighting is electricity followed by candles. 
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Table: Energy mostly used for cooking (stats 5A Census, 2011) 


13.1 Local Economic Development opportunities and growth 

KWADUKUZA MAYORAL LED START-UP PROGRAMME 

During 2015/2016, council launched a cooperatives support programme known as KwaDukuza Mayoral Start- 
up Programme. Council set aside R250 000-00 for this programme. The aim of the programme was to provide 
equipment’s and working material for the cooperatives that operates in the manufacturing sector, car wash 
businesses and crafts sector. Seven (7) cooperatives were supported from this programme. There has been a 
huge response by emerging entrepreneur in this programme. 

SMME ELAGSHIP PROGRAMME (EMERGING CONTRACTORS DEVELOPMENT 
PROGRAMME) 

KwaDukuza Municipality has implemented the three year incubation programme targeting about thirty (30) 
emerging contractors with CIDB Grade 1. The programme is focusing on providing capacity building for 
SMMEs in particular around technical and business skills. The programme also will focus on ensuring that these 
incubates are given an opportunity to do the business with council, through targeted procurement. The 
programme is being done as part of the partnership with ABSA Bank. A number of partners have been identified 
to work with us in this programme; amongst the partners are Department of Human Settlements, NHBRC, 
Construction SETA and CIDB. 

WOMEN IN BUSINESS SEMINAR 

In ensuring that one of the national prioritized goal, is achieved (women empowerment), kwaDukuza 
Municipality continued to strengthen its relationship with Ithala Bank, which led in the Women in Business 
themed as, “Imbokodo lyazenzela” seminar held over a period of two days in June 2016. A total number of 
140 women, who are in various business set up such as Cooperatives, NGOs , informal and formally registered 
businesses benefited from this seminar, which was addressed by various government institutions including one 
on one consultation sessions held during the sessions. 

JOB CREATION INITIATIVES 

The municipality has been working very hard to form a job creation partnership with private sector. The pilot 
project has been Local Employment partnership with the developers and owners of Ballito Junction. This 
partnership works as follows: (i) the developer have established a CEO office where it coordinates the 
recruitment of workers for the main contractor (WBHO) and its sub-contractors, (ii) Five wards (4, 6,8,21 and 
22) communities supply the employment in this programme. Ward Councilors are also on the fore-front to 
recommend the employees. The second phase of this programme, will involve the recruitment of permanent 
staff for retailers or tenants of the extended Ballito Bay Mall. There are other similar initiatives that are under 
way including the building of Chief Albert Luthuli Skills Centre by Isibaya Trust and also on-going negotiations 
with Hullets Development. 

COMMUNITY WORKS PROGRAMME (CWP) 

During the 3'^'* quarter of 2015/2016, KwaDukuza Municipality CWP business plan was approved by National 
Department of Cooperative Governance (DCOG). The municipality was allocated 550 work opportunities. 
Twenty one (21) wards were prioritized to benefit the programme. 550 people have been recruited in this 
financial year. The recruitees work eight (8) days a month and they are paid stipend. This programme is aimed 
in fighting poverty. 

TOURISM EUNCTION 

The municipality has executed its tourism function. There has been innovation in improving the marketing of 
the area to both domestic and international shows. The municipality for the first time participated in the Soweto 
Wine Show on its own without the support of the Tourism KZN, who usual books stand for all our shows. Our 
participation was aimed in targeting the strong emerging markets in particular Black Middle Class. The 
municipality also developed a new edition of tourism brochure. 15 000 brochures were produced and are being 
distributed. The municipality tourism office participated in the KwaDukuza Child Welfare for the first time to 
promote our ‘Shot Left’ programme. 

CHALLENGES 

• Poor cooperation and lack of resources from other government departments and agencies responsible 
for economic development, 

• Inadequate skilled economic development practitioners to focus on the key economic sectors in 
particular supporting of the established businesses, 

• Lack of formal structure to engage with private sector, 

• Lack of funding support by government departments, 

• Lack of diversified investment in our area, 

• Lack of affordable business facilities for SMME, 

• Drought has impacted negatively on the agricultural sector, 

• Delayed in implementation of SECO Programmes by the SCM processes done through the Province, 
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POSSIBLE SOLUTIONS 

• Formalizing the relationship with Sector Departments and Agencies responsible for LED through formal 
agreements, 

• Ensuring that skilled and competent staff are recruited where vacancies arise and also continue to provide 
necessary training for the existing staff to improve their capacity to handle the dynamic changing economic 
climate, 

• Eormulate proper engagement structure with both established and emerging businesses/ entrepreneurs, 

• Ensure that council provides affordable facility for small businesses and local landlords are also encouraged 
to give favourable rentals to local businesses. 

• East-track the finalization of the implementation of SECO Programmes. 


13.2 Environmental Management 

Community awareness is conducted with professionals, community members from diverse societies, people 
living with disabilities and the youth. Awareness is also conducted via the fully functional Environmental Ward 
Forum which seats once a month and programmes come from the forum representatives. The forum has received 
a number of workshops on biodiversity, wetlands, tree planting, climate change, recycling and environmental 
impacts. Issues of waste management education accompanied with cleanups are the main challenges 
communities. 

World Wetlands Day 

In commemoration of the World Wetlands Day (02 February 2016), an educational tour to the Mbozamo 
Wetland and Bird Sanctuary at Sappi took place to capacitate the KwaDukuza Environmental Ward Forum 
members. 

Earth Hour challenge 2016 

KwaDukuza Municipality led by His Worship, the Mayor Cllr, Ricardo Mthembu participated in the 2016 Earth 
Hour challenge that took place on the 19* March (20h30pm-21h30pm) which re-affirmed his climate change 
commitment in support of the Compact which is a global coalition of mayors and city leaders who have pledged 
to cut greenhouse gas emissions, track progress on climate change and prepare for impacts of gas emissions. 

Green Building Guidelines workshop 

KwaDukuza Municipality hosted a full day workshop on the 5th April 2016 in partnership with ICLEI-Local 
Government for Sustainability and Green Building Council of South Africa (GBCSA). The purpose of the 
workshop was to provide key municipal officials & external stakeholders with additional capacity to be able to 
implement and understand green building principles and practices with the aim to influencing future 
development in a more sustainable manner. 

Groutville Community Showcase Programme 

The KwaDukuza Local Municipality was selected to be one of two “model cities” to participate in the Urban 
Low Emissions Development Strategies (LEDS) Project in South Africa. This provided them with the 
opportunity to follow the Green Climate Cities (GCC) process and develop their own low carbon emissions 
strategy which feeds into carbon Climate Registry (cCR) and into their own Integrated Development Plan (IDP). 

Eurthermore it was felt that it would be great to showcase a local community initiative that could demonstrate 
low emission development in a practical manner. The municipality decided to support the local Child Welfare 
Association and to do a retrofit of 20 care homes in the Groutville area. The plan was to use this opportunity to 
showcase solutions that were practical for low-income homes and could potentially be rolled out to other homes 
in the area. It was decided that all 20 of the care homes would receive the same benefits and training. 
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The following solutions were implemented in each of the 20 care homes: 

• Trees and food gardens 

• Mobile solar lights, Wonderbags and compost containers 

• Retrofit lights and additional security lights 

• Solar water heaters 

• Rainwater harvesting with submersible pump and Jojo first flush 

• Solar street lights 

Wonder Bag Programme 

Recipient of wonderbags i.e. selected staff, councilors and Environmental Ward Forum members were trained 
on the use of the bag. The ward forum representatives from respective wards each conducted ward based 
wonderbag use training. Follow up sessions were conducted with beneficiaries of the Wonderbag roll-out 
programme, the target was to meet at least 10% therefore 4 wards were re-visited, the beneficiaries reported 
feedback on benefits of using the wonderbag. The feedback received was highly positive were beneficiaries 
shared their success stories especially those without electricity and those with electricity have shown huge 
savings. The Environmental Management team is currently consolidating all the lessons learnt from the project. 

Office Recycling Programme 

Through the Urban LEDS project office recycling was recognized as Climate change project initiative. EDP, 

Environmental Management has currently undertaken a Paper Office Recycling 

Program in partnership with ICLEI- Africa. This 
project will assist the municipality to comply with 
the recycling requirements set in NEMWA, 
promote office recycling, encourage best practice 
of recyclable material separation at source and 
stimulate environmental friendly offices. The 
Environmental Management team is currently 
consolidating all the lessons learnt from the project. 


ECO SCHOOL AND SEEP SCHOOLS 

SUPPORTS 

KwaDukuza has supported schools in two 
programmes i.e. Eco-school and SEEP school 
programmes. We run environmental education and 
assist the learners and educators to complete the 
goals they set for themselves in the two 
programmes. It could be recycling, greening, 
wetlands, food gardens, cleanliness, clean-ups and 
demonstrations the municipality supports. The 
following schools participate in the Eco-Schools or School Environmental Education Programme (SEEP) 
School Programme in KwaDukuza Municipality: 
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ECO-SCHOOLS 

Ashville Primary 


Lloyd Primary 


Stanger High School 


Stanger Manor Primary 


Zakariyya Muslim School 


Stanger Training Centre 


Melville Primary 


Stanger Height 


Prospect Earm School 


Nonoti Primary 



SEEP SCHOOLS 

Esinembe Primary 

Vegetable Garden 

Ashville Primary 

Vegetable Garden, Recycling 

Melville Primary 

Vegetable Garden, Recycling 

Stanger Training Centre 

Vegetable Garden, Recycling 

Stanger Manor Primary 

Vegetable Garden 

Glenhills Primary 

Vegetable Garden 

Harry Bodasingh Primary 

Vegetable Garden 

Iziphozethu Primary 

Vegetable Garden 

Shakaskraal Secondary 

Vegetable Garden, Recycling and Wetland Project 

Hulsug Primary 

Vegetable Garden 

Mbekamuzi Combined Primary 

Vegetable Garden 

Stanger Height 

Vegetable Garden, Recycling 


Most of the environmental campaigns are conducted as per environmental calendar days. The programmes 
highlighted below were commemorated during the year 2015 - 2016 : 

Arbor Week 

In commemoration of the Arbor (01/09/2015-16/09/2015), 50 trees were distributed and planted in different 
schools within KwaDukuza and assembly talks were conducted to educate learners about the importance of 
planting trees. 

Marine Week 

In commemoration of Marine Week (27 October 2015), learners were taken on an educational tour to the 
Zinkwazi Coral reef where they learnt about the marine ecosystems, inter-connectivity with inland ecosystems, 
functionality and importance of conserving and protecting marine environments. Municipal Beach department 
also took them through Marine Safety. As a reflection exercise from the tour, the learners completed an activity 
around what they learnt. 

National Water Week 

Education and reinforcement on water saving and conservation is of utmost importance. Hence, Environmental 
Management unit embarked on an education and awareness campaign with KwaDukuza Eco- schools and SEEP 
schools in commemoration of National Water Week. During the month of March from the 14-17 March 2016, 
the KDM environmental team conducted educational assembly talks for learners at four different schools within 
KwaDukuza Municipality. 

World Biodiversity Day 

World Biodiversity Day schools’ art competition was held on the 18* May 2016. The event was held in 
partnership with KDM-Waste Management, ILembe District Municipality and Department of Economic 
Development, Tourism and Environmental Affairs (DEDTEA). 
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The following prizes were awarded to schools that excelled at the schools’ art competition; 



Prizes awarded 

r‘ Place 

• 4 X Story of Life & The Environment(Van As, Jo) books 

• 4 X Encyclopedia of Questions And Answers(Chancellor Press) 

• 4 X stationery packs 

• lx Water saving container with purifier 

• A3 size certificate (gold frame) 

2“ Place 

• 4 X Encyclopedia of Questions And Answers(Chancellor Press) 

• 4 X stationery packs 

• A4 size certificate (silver frame) 

3™ Place 

• 4 X Encyclopedia of Questions And Answers(Chancellor Press) 

• 4 X stationery packs 

• A4 size certificate (bronze frame) 
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World Environment Day 



In commemoration of the World Environment Day 2016, KwaDukuza Municipality in partnership with sector 
Departments and other several stakeholders hosted an awareness walk on Friday 3”* June 2016 which was led by 
our future generation- Eco-school & SEEP school learners with visible educational placards re-emphazing the 
urgency to conserve the natural resources in and around KwaDukuza and ultimately reducing our carbon 
footprint. 

OUR PARTICIPATION IN THE CENTRAL KZN CLIMATE CHANGE COMPACT AND ALSO 
COMPACT OE MAYORS 

KwaDukuza Municipality council resolved to be members of the Central KwaZulu Natal Climate Change 
Compact which is a regional partnership on climate change with central KwaZulu-Natal municipalities, where 
knowledge, progress, funding opportunities are shared amongst member municipalities. KwaDukuza 
Municipality is a proud member of ICLEI-Local Government for Sustainability. Moreover, the Municipality is a 
signatory and a member of the Durban Adaptation Charter which saw the signing ceremony being held at the 
LOGS Congress where Honourable Mayor Ricardo Mthembu signed. Honourable Mayor also showed a strong 
leadership role by becoming a member of Compact of Mayors which gains 36 new cities and towns at ICLEI 
World Congress. During the ICLEI World Congress 2015, His Worship, the Mayor, Cllr Ricardo Mthembu led 
the panel on “Low emission development strategies: Pathways to a low emission, green, and inclusive urban 
economy”. This proved his commitment as there are reporting requirements set out with regards to mitigation 
and adaptation measures for a period of 5 years. 

CHALLENGES 

(i) The Mineral Petroleum Resources Development Act of the Department of Mineral Resources was 
amended in 2012 allowing for a single environmental approval process for mining, with the state 
hoping to streamline regulatory processes and licensing systems for mining environmental management 
within the DMR, DEA and DWA. Several illegal mining issues have erupted in KwaDukuza 
Municipality; however the DMR has shown poor coordination with relevant stakeholders to resolve the 
compliance and enforcement issues arising. Officials in the Environmental Control Unit have 
coordinated blitz with relevant sector departments at the illegal mining sites, however this has proven 
difficult considering the disintegration of stakeholders to take proactive against the transgressors. More 
co-ordinated enforcement effort on DMRs is integral to this process. 

(ii) The officials are limited in executing Environmental Management Inspectors (EMIs) duties considering 
that there have not been designated by the MFC of EDTEA. EMIs see to it that environmental 
legislation is followed and enforced and improve the enforcement of EMPs in relation to the inspection 
of environmental authorisations and issued environmentally related licences. 

The EMIs have the powers to: 
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• Investigate: question witnesses, inspect and remove articles, take photographs and audiovisual 
recordings, take samples and remove waste 

• Inspect: enter premises to ascertain whether legislation is being followed and seize evidence of 
criminal activity 

• Administrate: issue compliance notices and admission of guilt fines 

To qualify in order to carry out the functions of an EMI, an official has to attend EMI 3 weeks training course 
which is applied for through the Provincial Department of Economic Development, Toursim and Environmental 
Affairs. The selection of those that attend the training is at the discretion that Department and the selection 
criteria is not very clear, the KDM Environmental Control Unit officials have applied to be selected for the 
October 2016 training. 

(iii) Water Use License Applications (WULA) is the mandate of the Department of Water and Sanitation 
through National Water Act. The National Water Act 36 of 1998 (“the NWA”) requires a person 
undertaking a water use to obtain a water license in specified circumstances. This includes all activities 
which could pollute a water resource, the disposal of waste water, stream diversions, abstraction, 
storing water, and using water for recreational purposes. The Water Use Authorisation Process can run 
concurrently to the EIA process however, a proposed project can obtain Environmental Authorisation 
(EA) approval and whilst awaiting the Water Use Authorisation no construction can commence as this 
would be in breach of the Environmental Authorisation issued by EDTEA. There is an evident backlog 
within the Department in assessing and issuing WULAs which hinders implementation of key 
municipal projects especially the delivery of basic services such as housing, the limitations in obtaining 
a water use license efficiently affects service delivery in the municipality. Another challenge is liaising 
with the Department of Water and Sanitation is difficult because some applications are dealt with by 
the DWS within the province and others are dealt with at National level. 
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133 Organisational development overview 

Organisational structure 

The Municipal Manager heads the administrative structure of KwaDukuza Municipality and is assisted by eight 
Heads of Departments (Executive Directors/ ED’s). The Executive Committee approved the split of the 
Municipal Services Department into two stand-alone Directorates, the Community Services Directorate and 
Community Safety Directorate which will each be headed by Executive Directors in the 2016/2017 financial 
year. Each Directorate is further divided into a particular number of sub-directorates headed by Directors and 
are as follows: 

“ Chief Operations Office which operates under the Office of the Municipal Manager 
responsible for good governance, incorporates Corporate Communications, Performance 
Monitoring and Evaluation, IDP & Public Participation, IGR & Protocol, Internal Audit, 
Legal Services and Special Projects 

“ Finance Directorate incorporates Budget and Compliance, Supply Chain, Expenditure, 
Creditors and Direct Payments, Revenue, Rates/Housing/Sundry Debtors and Salaries. 

Corporate Services Directorate incorporates Human Resources- Recruitment and 
Selection, Labour Relations, Employee Benefits, EAP, Health and Safety, Property 
Management, Council Support and Administration, Skills Development, ICT & ICT 
Governance 

Electrical Engineering Services Directorate incorporates Electrical Engineering, 
Mechanical Workshop, Electricity Planning and Customer Care and Eleet Management 
Services. 

Civil Engineering Services directorate incorporates Roads and Storm Water 
management. Project Management, Buildings and Maintenance 

Economic Development and Planning Directorate incorporates Local Economic 
Development, Human Settlements, Development Planning, Youth Development, 
Development Control and Building Control. 

Community Services Directorate incorporates. Parks and Gardens, Beaches, Waste 
Management and Removal, Cemeteries & Crematoria and Community Eacilities 

Community Safety Directorate responsible for community safety in Traffic, Crime 
Prevention, Testing and Motor Licensing Administration, Eire and Emergency Services, 
Operations Control Emergency and Disaster Management. 


1. Chief Operations Officer : Mr. AM. Manzini 

Mr Manzini is responsible for providing good governance and strategic direction for the 
following areas: 

• Corporate Communications 

• Performance Monitoring and Evaluation 

• Strategic Planning- IDP and Public Participation 

• Intergovernmental Relations and Protocol 

• Internal Audit 

• Legal services 

• Special Projects 

• Expanded Public Works 


KWADUKUZA MUNICIPALITY ANNUAL REPORT • 48 



2. ED: Corporate Services : Mr. SW. Kubheka 

Mr Kubheka is responsible for staff matters in the following areas: 

• Human Resource Management (Recruitment and Selection) 

• Labour Relations 

• Employee Assistance 

• Skills Development 

• ICT and Governance 

• Property Management 

• Council Support and Administration 

• Health & Safety 

3. Finance : Mr. SM Rajcoomar- CFO 

The CFO is responsible for the financial performance and viability in the following areas: 

• Budget and Compliance 

• Revenue 

• Income and Expenditure 

• Supply Chain Management 

• Creditors and Direct Payments 

4. ED: Economic Development & Planning : Mr. SV. Hlongwane 

Mr Hlongwane is responsible for ensuring basic service delivery and performance in the 
following key areas: 

• LED and Tourism 

• Development Planning 

• Environmental Management 

• Youth Development 

• Libraries, Museum and Heritage 

• Sports Development 

• Human Settlements 

• Community Halls and Multi-Purpose Community Centre 

• 

5. ED: Community Services : Mr. SM. Khanyile 

Mr Khanyile was appointed on the 1®' of June 2016, and is responsible for the strategic 
performance of the following key basic service delivery areas: 

• Community Services 

• Waste Management Services 

• Beach maintenance 

• Cemeteries and Crematorium 

• Parks and Gardens 

6. ED: Community Safety : Mr. C. Viramuthu 

Mr Viramuthu is responsible for the strategic performance of the following key basic service 
delivery areas: 

• Law Enforcement/Traffic Policing 

• Crime Prevention 

• Social crime prevention 

• Motor Licensing and Testing Services 

• Disaster Management 

• Eire and emergency services 

• Marine Safety 
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7. Caretaker ED: Electrical Services : Mr. SM. Khanyile 

Council appointed MM to be responsible for tbe department wbo in turn assigned Mr Kbanyile 
to be tbe caretaker responsible for tbe following basic service deliveryfunctions in tbe following 
areas: 

• Electrical Services 

• Mechanical Workshop 

• Electricity Planning and Customer Care 

• Fleet Management 

8. ED: CivilEngineering Services : Mr.EM.Sithole 

Mr Sitbole is responsible for tbe strategic performance of tbe following key basic service delivery 
areas: 

• Civil Services: (roads; stormwater; sidewalks; traffic calming; commuter shelters) 

• Project Management Unit 

• Infrastructure Planning 

• Building Maintenance 
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Chapter 2: 

COMPONENT A: Political and Administrative Governance 

2.1 Political Governance 

After the 2011 Local Government Elections, KwaDukuza Municipality’s wards were increased from 20 to 27 
wards while councilors increased from 37 seven to 54. KwaDukuza Council meets on a monthly basis while the 
EXCO meets twice a month. Members of the public and media are also encouraged to attend some Council 
meetings. KwaDukuza Council's Portfolio Committees set policies and guidance towards the implementation of 
all KwaDukuza Council delivery. 

These portfolio committees are structured as per the national guidelines. Each Portfolio Committee meets once 
per month. Their core function is to look at specific issues that relate to each portfolio committee, research those 
issues and find all the necessary facts before these issues are discussed by Councilors that sit in each of the 
portfolio committees. The portfolio committees deliberate issues and then make recommendations to EXCO and 
the full Council, for the latter to take decisions. The five portfolio committees, as gazetted, are as follows: 

• Local Public Administration and Human Resource Portfolio Committee; 

• Economic Development, Planning, Community Development and Housing Portfolio Committee; 

• Amenities and Safety, 

• Einance Portfolio Committee 

• Infrastructure and Technical Portfolio Committee 


GOVERNANCE FRAMEWORK IS AS FOLLOWS: 



Council Sittings 

The Council of KwaDukuza Municipality consists of 54 Councillors, 27 of whom were directly elected to serve 
on the Council. Membership of the Council is made up of:- 

a) 40 African National Congress Councillors; 

b) 4 Inkatha Freedom Party Councillors; 

c) 8 Democratic Alliance Councillors; and 

d) 2 National Freedom Party Councillors 
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TOTAL: 53 COUNCILLORS 

To ensure compliance with the legislative requirement the Council meets at least quarterly. However, in order to 
meet compliance requirements in relation to such issues as Budget approvals, mid-term Budget Reviews, 
Adjustments Budgets, IDP Reviews, Annual Report and Annual Report Oversight reviews, the Council 
effectively meets almost once every month. In order to optimise efficiency of operation the Council has reserved 
to itself decision making powers on certain critical and strategic matters - such as considering the results of the 
provincial government’s monitoring of the Municipality, deciding whether to provide security for any of the 
Municipality’s debt obligations and deciding to recover unauthorised, irregular or fruitless and wasteful 
expenditure from the person liable for that expenditure. It has otherwise delegated to its Executive Committee 
power to exercise all powers of the Council in respect of matters not specifically excluded from delegation in 
terms of Section 160 (2) of the Constitution and Section 59 of the Systems Act. 

In order to facilitate maximum participation by Councillors in the decision making processes of the Council and 
its Committees, all Councillors are provided with copies of the agenda and minutes of all meetings of the 
Council, it’s Executive Committee, its Portfolio Committees and its Sub-Committees and Task Teams. 

Executive Committee 

KwaDukuza Municipality has established an Executive Committee consisting of 10 Councillors. Although the 
manner in which the composition of the Executive Committees should be determined is not prescribed by 
legislation, when establishing the Executive Committee the Council was mindful of the provisions of Section 
160(8) of the Constitution of the Republic of South Africa, which requires that:- 

“Members of a Municipal Council are entitled to participate in its proceedings and those of its committees in a 
manner that:- 

a) Allows parties and interests reflected within the Council to be fairly represented; 

b) Is consistent with democracy; and 

c) Maybe regulated by national legislation.” 

In keeping with the requirements of that Section of the Constitution, the Executive Committee was constituted 
on the basis of proportional representation, giving the following membership:- 

• African National Congress: 7 Councillors; 

• Inkatha Ereedom Party Councillors: 1 Councillor 

• Democratic Alliance : 2 Councillors , 

• National Ereedom Party: 0 Councillors 

The Executive Committee holds ordinary meetings twice per month with additional special meetings being 
convened as and when necessary. The Terms of Reference of the Executive Committee require that, amongst 
other things, it:- 


• Performs the functions of an Executive Committee set out in the Local Government: Municipal 
Structures Act, 1998; Takes such action as may be necessary to ensure compliance by the Council with 
all legislation relating to or affecting local government. 

• Receives reports from other committees, and then forwards those reports, with its recommendations, to 
Council 

• Performs the functions of an Executive Committee set out in the Local Government : Municipal 
Structures Act, 1998; 

• Takes such action as may be necessary to ensure compliance by the Council with all legislation relating 
to or affecting local government. 

Portfolio Committees (Section 80) 

KwaDukuza Municipality has established five Portfolio Committees to assist the Executive Committee, these 

being :- 

a) Einance Portfolio Committee; 

b) Infrastructure and Technical Portfolio Committee; 

c) Economic Development and Planning Portfolio Committee; 

d) Amenities, Safety and Security Portfolio Committee; and 

e) Local Public Administration and Labour Relations Committee. 

f) Amenities and Security 
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Each of the Committees has defined terms of reference covering the whole range of the functions of the 
Municipality. The Portfolio Committees meet once per month and the recommendations of the Portfolio 
Committees are submitted to the meeting of the Executive Committee following the meeting of the Portfolio 
Committee. They are established in terms of Municipal Structures Act, section 80. Committees are established 
by Council, and members are appointed by Council, but do not report to Council. Portfolio Committees report to 
the Mayor or Executive Committee. 

Sub Committees (Section79) 

They are established in terms of Municipal Structures Act, section 79. They are established by, and are 
responsible to Council. They may include members from outside the Council. Their functions and procedures 
are determined by Council. 

The Council has also established Sub-Committees, including: - 

a) Budget and Audit Steering Committee; 

b) Local Labour Eorum; 

c) Ethics Committee; 

d) Youth Sub-Committee; 

e) Gender Sub-Committee; 

f) Street Naming; and 

g) Human Resource Development Sub-Committee 

These meet on a regular basis to develop strategies and approaches to address challenges in connection with 
their specific areas of expertise. 


2.1.1 The Political Structure 


The Speaker: Cllr. T. Khuluse 

Councillor T. Khuluse is elected as the Speaker of KwaDukuza Municipal Council in accordance with Section 
36 of the Municipal Stmctures Act, and Section 160(1) (b) of the Constitution for the 2011 to 2015 electoral 
term. His legal obligations are, amongst other duties: 

• To preside at meetings of the council; 

• Perform duties and exercise the powers delegated to the Speaker in terms of Section 59 of Local 
Government Municipal Systems Act; 

• Ensure that the Council meets on a monthly basis, 

• Ensure compliance of the Council and Council Committees with the Code of Conduct for Municipal 
Councillors 

• He must maintain order during Council meetings; 

• He must ensure that Council meetings are conducted in accordance with Standing Rules and Orders. 

In line with the Municipal Structures Act Section 60 (1) (a) (b) (c); a municipal council that has more than nine 
members, its Mayor a) Must appoint a mayoral committee from among the councillors to assist the Mayor; b) 
May delegate specific responsibilities to each member of the committee; and c) May delegate any of the 
Mayor’s powers to the respective members. All full-time councillors, except the Speaker and the Chief Whip, 
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are members of the Mayoral Committee, with the Mayor as its chairperson. Members of the Mayoral Committee 
are the various Section 80 Committee Chairpersons. 



The Mayor: Cllr. NR. Mthembu Deputy Mayor: Cllr. G. Govender 


The Mayor is elected hy Council to co-ordinate the work of Council. 

• He is the Political Head of Council. 

• The Mayor performs functions and duties as set out in the legal framework for Municipalities. 

• He also performs duties as delegated to him by Council. 



The functions and duties of the Chief Whip amongst other things are to: 


• Ensure that Councillors attend to their duties and are accountable to their constituencies; 

• He assists Council with the deployment of councillors to various Council Committees; 

• He gives political management of Council meetings. 
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Cllr. CR. Marsh - Exco Member 


Cllr. MS. Sing - Exco Member 



Cllr. SS. Gumede - Exco Member 





Cllr. JET. Sibiya - Exco Member 


Cllr. JM. Banda - Exco Member 
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2.13 Administrative Governance 

The Municipal Manager heads the administrative structure of KwaDukuza Municipality and is assisted by eight 
Heads of Departments (Executive Directors/ ED’s). Depending on each department, each is further divided into a 
particular number of sub directorates headed by Directors. The ED headed departments are Einance, Corporate 
Services, Chief Operations Office- Corporate Governance, Economic Development and Planning and Development 
Eacilitation, Community Services, Community Safety, Civil Services and Electrical Services. 


Municipal Manager: Mr NJ. Mdakane 

Mr Mdakane is responsible for the performance in the following areas: 

• setting up effective and sound local administration; 

• coordination and compilation of the Integrated Development Plan (IDP); 

• Performance management system of the Municipality; 

• Oversees the management of internal audit; 

• Overall responsibility for finances of the Municipality; 

• Advise Political Office Bearers and Council on various issues; 

• Responsible for compliance of the Municipality with various pieces of legislation; and 

• Ensures community participation in the affairs of the Municipality 

Executive Directors: 




Operations Officer: Mandla Manzini 

Mr Manzini is responsible for providing strategic direction for the following areas: 

• Ensures compliance to all governance prescripts 

• All legal matters of the KDM, compilation of legal reports, legal opinions and comments, drafting of 
loan and service agreements, 

• Eunctionality of Performance Management of the municipality, 

• Administrative management of Internal Audit and Risk Management, 

• Management of Corporate Communications and IGR 

• Administrative management of the IDP and Public Participation 
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Mr Kubheka is responsible for tbe following areas: 


• Maintenance and promotion of healthy labour relations and HR management of staff with regard to 
matters such as staff recruitment, personnel development, personnel administration and 
employment equity; 

• Controlling of statutes and all government and provincial gazettes; 

• Controlling of archives and records of council; 

• Building administration for the KDM and the Mayor’s house; 

• The provision of secretariat services for all Committees of the KDM as well as for Council 
meetings. 



Chief Financial Officer: Shamir Rajcoomar 


The CFO is responsible for the performance in the following areas: 


• Financial Planning and Treasury; 

• Supply Chain Management; 

• Expenditure Control; 

• Credit Control and Debtors; 

• Revenue Control; and 

• Asset Management. 


KWADUKUZA MUNICIPALITY ANNUAL REPORT • 60 


ED: Community Safety: Cecil Viramuthu 
Mr Viramuthu is responsible for the strategic performance of the following key basic service delivery 
areas: 

• Disaster Management 

• Law Enforcement/Traffic Policing 

• Crime Prevention 

• Social crime prevention 

• Motor Licensing and Testing Services 

• Fire and emergency services 




ED: Community Services: Siyabonga Khanyile 


Mr Khanyile is responsible for the strategic performance of the following key basic service delivery areas: 

• Community Services 

• Waste Management Services 

• Beach maintenance and Marine Safety 

• Cemeteries and Crematorium 

• Parks and Gardens 

• Maintenance of Community Facilities 
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Caretaker -Electrical Services: Siyabonga Khanyile 


Council appointed the Accounting Officer to oversee the Department who in turn appointed Mr SM. 
Khanyile as caretaker responsible for ensuring basic service delivery and performance in the 
following key areas: 


• Electrical Engineering Planning, 

• Eleet Services, and 

• Electricity Operations 



Mr Sithole is responsible for ensuring basic service delivery and performance in the following key 
areas: 

• Civil Engineering Services including, construction, maintenance, upgrading and expansion of municipal 
built assets 

• Road and stormwater drainage 

• Project Management Unit (PMU) 

• Building Maintenance 

• Infrastructure planning 
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ED: EDP: Sikhumbuzo Hlongwane 

Mr Hlongwane is responsible for ensuring basic service delivery and performance in tbe following key 
areas: 

• Local Economic Development and Tourism, 

• Delivering of sustainable and integrated Human Settlements, 

• Development Planning and Building Control, 

• Environmental Management, 

• Libraries, Museums and Heritage, 

• Sports Development, 

• Youth Development 

• Management of Community Halls and Multi-Purpose Community Centre (MPCC), 
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2.2 COMPONENT B: Intergovernmental Relations (IGR) 

The National Development Plan, vision 2030, has strongly recommended an improvement of relations between the 
three spheres of government. Intergovernmental Forums therefore have a key role to play in disseminating the 
resolutions and policy intent of government across the spheres. The National Intergovernmental Forums (Presidents 
Coordinating Council), and Ministerial Consulting Forums (MINMECS) are established to raise and decide on 
matters of national interests relevant to that particular with provincial government and where needed with organized 
local government. The Provincial Intergovernmental forums popularly known as Premiers Coordinating Forum 
(PCF) are structured to discuss national, provincial and local interest. They are also to discuss issues raised by the 
PCC and broader areas of policy, legislation, implementation, coordination and alignment, while the District 
Intergovernmental Forums (DCF) are intended to promotes and facilitates collaboration between the district 
municipality and its local municipalities which may include matters of effective provision of service delivery, shared 
services and management of powers and functions. 

1 KwaDukuza Local Municipality IGR Structure 

KwaDukuza Municipality actively participates in the ILembe District forums which are politically and technically 
structured. 

Political Structures - discuss and monitor the fulfilment of the legislative mandates of government. KwaDukuza 
Local Municipality as part of ILembe District family is an active member of ILembe Mayor’s and Speaker’s Lorums. 
Technical Structures - act as the data and information agencies of the national, provincial and districts area to support 
coordination of the targeted support, development efforts and resources. 


The schedule of the IGR sub forum meetings is prepared such that all sub forum meet quarterly. The Technical 
Support Lorum feeds into the District Intergovernmental Relations Lorum. Any matter that would go to the District 
Intergovernmental Lorum needs to have been considered by the Technical Support Lorum. If there are urgent matters 
in the District Intergovernmental Lorum and there is no time to convene a Technical Support Lorum, Municipal 
Managers are invited to attend the meetings together with the relevant senior managers. 
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Structure depicting IGR in the district: 
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The Role ofKDM IGR 

The role of KDM IGR is to ensure a coordinated and integrated approach to service delivery by actively 
participating in the following District/Provincial IGR activities (meetings, planning consultations, information 
sharing sessions, dispute resolutions and reporting). 

Interface between Provincial and District IGR 

The Mayors of the District and Local Municipalities attend the Premiers Coordinating Forum and reports get 
consolidated at District level and are circulated to all local municipalities before the Premiers Coordinating 
Forum meeting. 

The District IGR Calendar 

The calendar is consolidated by L‘ of July each year. Special meetings get scheduled as and when a need arises. 

Processes between Local Municipalities and District Municipality for Agenda Setting 

The agenda gets circulated to all local municipalities for input within set timelines for all IGR structures. 

IGR CHALLENGES 

The constitution of the Republic of South Africa builds in a tension between national direction and locally 
defined perspectives and contexts. Each sphere is democratically elected and has its own electoral mandate to 
fulfil. Yet, these mandates may not be achievable without cooperative efforts between the spheres. 

Too many forums have to be attended and some are not always relevant 

Political agendas sometimes serve as an obstacle to effective IGR 

IGR meetings are not attended by the correct level staff due to a lack of capacity 

There needs to be more communication and promotion of IGR to provincial political leadership and accounting 
officers 

IGR ACHIEVEMENTS 

The intergovernmental relations are about promotion of cooperation between the three spheres of government. 
The IGR forums operate under the IGR framework Act (2005) which promote co-operation between the 
national, provincial and local spheres of government on fiscal, budgetary and financial matters; to prescribe a 
process for the determination of an equitable sharing and allocation of revenue raised nationally; and to provide 
for matters in connection therewith. 

KwaDukuza Municipality has dedicated administrative capacity to co-ordinate IGR (Corporate Governance). 
Some level of effective coordination has been achieved on the process of drafting and developing IDP within 
KDM 

KDM’s participation in the district/Provincial IGR Forums has enhanced the municipality housing and LED 
projects with expertise through shared services 

The district synergised planning and service delivery efforts thus intensifying the impact in changing lives of the 
communities of KwaDukuza Municipality. 

OPERATION SUKUMA SAKHE IN KWADUKUZA 

Operation Sukuma Sakhe is the Programme headed by the Premier in the Province and is headed by the District 
Mayors in the Province. It is a call for the people of KwaZulu- Natal to be determined to overcome the issues 
that have destroyed the communities such as poverty, unemployment, crime, substance abuse, HIV & AIDS and 
TB. The OSS Programme is done in partnership with the community to work together to rebuild the basics of 
the society and the nation. Each Government Department in the District is represented in the District Task Team 
of the Operation Sukuma Sakhe which meets every alternate Tuesdays. Other Stakeholders in the OSS includes 
Non-governmental Organizations and Business SectorOperation Sukuma Sakhe brought a profound success on 
improving the lives of the people of KwaDukuza Municipality. With the establishment of war rooms in all 27 
Wards a number of people have been assisted to receive social grants, housing and basic services. Operation 
Sukuma Sakhe programme encourages public participation in the affairs of government. Community members 
participate in war rooms where they sit with civil society and engage with government on their challenges. 

All stakeholders work together to find solutions to the problems identified through household profiling. This 
means that, at all levels of authority and community, there is an understanding of issues within a community. 
The Mayor, the Councillors, the local conveners and everybody is on board because they come into contact with 
authentic information from the community through the war rooms. As a result community members are now 
taking responsibility and effecting change in their lives and the lives of others around them. 

Sector Departments realise that Operation Sukuma Sakhe is a massive mobilisation of all stakeholders in the 
war against poverty, HIV, unemployment and other social ills that take place at ward levels. On every last 
Wednesday of the month the Local Task Team visits a certain war room to get reports on its functionality and 
monitor the working of all government departments in a particular war room. Indeed, Operation Sukuma Sakhe 
in KwaDukuza is bringing to life the slogan “Government for the people, by the people.” 
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Table 13: IDP Process Plan 


23.1 IDP Roadshows/Izimbizo 

The IDP Representative Forum meetings take place once a quarter where Public Representatives and 
Sector Departments are invited. Below is a schedule of Consultative Public Meetings that were held in 
preparation for review of the IDP for 2015/2016 financial year: 


LOCAL 

MUNICIPALITY 

Wards 

Date And Time 

Venue 

KWADUKUZA 

7,20, 

22,23,8 

03 May 2015 

09h00 

13h00 

Snyman Ground 

Nkobongo Community Hall 

KWADUKUZA 

6 and 

Ratepayers 

09 April 2015 

18h00 

Lion’s Club 

KWADUKUZA 

5,18 

1,2,3,25 

10 May 2015 

09h00 

13h00 

Lindelani Sports Field 

St Christopher Sports Ground 

KWADUKUZA 

16,17,19 

16 April 2015 

18h00 

KwaDukuza Town Hall 

KWADUKUZA 

14,15,24,26 

9,10,11,12 

18 April 2015 

09h00 

13h00 

Sophia Sports Grounds 

Groutville Market 

KWADUKUZA 

27 

19 April 2015 

09h00 

Freedom Square 

KWADUKUZA 

All rate payers 
Associations 

22 April 2015 

18h00 

KwaDukuza Town Hall 

KWADUKUZA 

21 

4 

26 April 2015 

09h00 

13h00 

Driefontein Community Hall 

Shakaskraal Community Hall 


PUBLIC CONSULTATIVE MEETINGS 2015/16 


National and Provincial Programmes Rolled Out In KwaDukuza 
(a) Ward Committees 

The ward committee members were elected in line with the Municipal Structures Act of 1998 during the month 
of August 2011. KwaDukuza Municipality has 270 ward committee members. The inauguration ceremony was 
held in December 2011. All ward committee members are committed to serve their communities. The 
municipality conducted a workshop to capacitate the ward committee members to ensure that they are fully 
functional. 


The municipality has set resources aside to assist with the operational costs of the ward committee structures to 
enrich public participation. A number of programmes and plans have been put in place to deal with ward 
committee issues. Some of the programmes are ward functionality programme and plans are ward operational 
and improvement plans . 
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2.4 COMPONENT D: Corporate Governance 

Good Governance in general is widely recognized as providing the framework and tools required in ensuring 
that organizations are progressive and can operate in an effective and accountable manner. From a local 
government perspective, the framework reinforces the statutory authority and responsibility of a corporate body 
and assists the elected representatives and management in the delivery of quality and sustainable services. 

One of the critical components in formulating a credible IDP is the level of participation by all three spheres of 
government. This is important as it ensures co-operative governance; this is core in our democratic society. It is 
important to acknowledge that the communities that we serve, view government as a single uniform structure, 
there is little regard for jurisdiction and the autonomous nature of these spheres. It is thus critical to establish 
effective inter-governmental relations; this is perhaps the most critical component of achieving efficient and 
effective service delivery. The KwaDukuza Municipality has, over the years, advocated for greater synergy 
between all spheres of government providing services within its municipal area. The municipality has held 
successful engagements with provincial departments in an attempt to align municipal and provincial strategies in 
a manner that is responsive to the needs of the community . The issue of alignment between financial years for 
all three spheres of government still poses some difficulty in terms of sourcing project information linked to 
budget allocation and the lack of co-operation and integration of actions by the various spheres of governmen 


2.4.1 Risk Management- Key Risk Areas 

While operating risk cannot be fully eliminated, the municipality endeavours to minimise it by ensuring that 
appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints. Responsibility for the risk management resides mostly with line 
management in all departments however every employee is responsible for risk management. Risk Assessment 
workshops with management was conducted with an aim of ensuring that management understands the 
importance of managing risks for the benefit of the Municipality. The Municipality has put in place mechanisms 
to identify and assess risks and developed specific mitigating strategies, plans or actions should the need arise; 
and also records, monitors and reviews risks continuously. 

A Risk Management Policy has been adopted by the Executive Committee. It enables management to 
proactively identify and respond appropriately to all significant risks that could impact on municipal objectives. 
The Municipality has the MANGO Risk Management Committee which is made of the Municipal Manager, 
Head of Departments, Internal Audit Unit. Its role is to guide the development and implementation of Risk 
Management and to review and monitor key performance areas of the municipality on a regular basis and bring 
critical risks to the attention of various committees within the municipality. 

Anti-Fraud and Corruption 

Section 83(c) of the MSA, refers to implementation of effective bidding structures in order to minimise fraud 
and corruption and the MFMA 112 (l)(m)(i) identify supply chain measures to be implemented to combat fraud 
and corruption, favouritism, unfair and irregular practices. Section 115(i) further states that the Accounting 
Officer of a Municipality must take reasonable steps to ensure that mechanisms are in place to separate duties in 
the supply chain management section to minimise fraud and corruption amongst SCM officials. The 
KwaDukuza Municipality has developed a Fraud Prevention Policy during the 2009/2010 financial year. This 
will however, need to be reviewed in the 2016/2017 financial year. 

The Policy addresses the following: 

The need for all to demonstrate the highest standard of personal and corporate ethics. 

The need for compliance with all laws and regulations and procedures. 

That KwaDukuza Municipality values integrity and effort, not merely financial performance, in all 
dealings with staff, the public and suppliers. 

The desire to be open and honest in all internal and external dealings. 

That the policy applies consistently to all staff, whatever their level. 

This policy has been used during the 2013/2014 financial year with regards to various disciplinary cases and 
will continue to use until it has been reviewed. The Municipality is also in the process of creating a fraud 
hotline. 
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2.4.2 Supply Chain Management 

The council has developed its policy in line with the Supply Chain Management Regulations and the generic 
Supply Chain Management Policy issued by the National Treasury. In an endeavour to ensure compliance and 
standardisation of the SCM Policy all amendments to the policy are submitted to the Council of KwaDukuza 
and forwarded to the Provincial Treasury for review and comment. The Supply Chain Management is 
centralised in the Expenditure Department and in terms of chapter 1 1 of the Municipal Finance Management 
Act section 111, Council’s Supply Chain Management policy structure encompasses the following aspects with 
the demand and performance management systems currently being built up to ensure full implementation of the 
SCM value chain. All strategic positions remained filled throughout the financial year. Section 115 of the 
MFMA which deals with segregation of duties is now being complied with. 
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2.4 .2.1 Establishment of Bid Committees 


In terms of the MFMA and the SCMP the Accounting officer must appoint members of different bid 
committees, namely Bid Specification, Evaluation and Adjudication. Accordingly, the Municipal Manager has 
made the following appointments to aid with speeding up the turnaround times of bid committee and also to 
spread the work load amongst the managers tasked: 

The Bid Specification Committee on comprises the following; 

TECHNICAL SERVICES AND HOUSING MATTERS Committee 

1 . Mr. F Mhlongo - Chairperson 

2. Mr N Biyela - Alternate Chairperson 

3. Ms. P Mkhwanazi 

4. Mrs. T Thwala 

5 . Chandre King 

TSC NON TECHNICAL MATTERS: 

1. Mrs. NC Dlamini - Chairperson 

2. Mr. I Milsom - Alternate Chairperson 

3. Ms. J Gumbi 

4 . Mrs. RD Singh 

5. Ms. M Naidoo 

The Bid Evaluation Committee comprising of the following members; 

TEC NON TECHNICAL MATTERS: 

1 . Parian Naidoo (Chairperson) 

2. Alec Chetty -Alternate Chairperson until resignation on 30* September 2015 

3. Chimene Pierera 

4. Jean Du Plessis 

5. Lungisa Radebe 

6. Mr M Zondi 

TECHNICAL SERVICES AND HOUSING MATTERS: 

1 . Siyabonga Khanyile (Chairperson) 

2. Mava Ntanta - Alternate Chairperson 

3. Njabulo Hlongwane 

4. Cecil Viramuthu 

5. Themba Dube 

6. Luyanda Tshonapi 

The Bid Adjudication Committee comprising of the following members; 

1. Mr. Shamir Rajcoomar - Chairperson 

2. Mr. Sikhumbuzo Hlongwane- Alternate Chairperson 

3. Mr. Sithembiso Kubheka 

4. Mr. Dan Pillay 

5. Mr. Muzi Sithole 

All the above appointments were from July 2015 until 30* June 2016. 

The SCM Policy Allows for the opportunity of aggrieved persons to lodge a written complaint or objection to 
the decisions taken by the municipality in the implementation of the SCM policy. Further is allows that the 
Municipal Manager may appoint an independent person to deal with the objections and complaints brought 
before the municipality which must be reported back to the Municipal Manager within a month. If the issues in 
not resolved within 60 days, it may be referred to Provincial Treasury and thereafter if still not resolved the 
matter be referred to National Treasury. The Tender Appeals Committee is made up of the Head: SCM, 
Director: Legal and also it further be noted that all matters that has not been resolved internally is thereafter 
submitted the Municipal Bids Appeals Tribunal set up by KZN Provincial SCM. 
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c) Training 

The finance department together with Provincial Treasury in the first quarter of the 2016/2017 financial year 
will roll out training for bid committee members and other role players in SCM. The various directorates will be 
workshopped with regards to the reviewed SCM Policy of 2016/2017 financial year and this training will be 
conducted by the SCM Unit. 

If training is conducted on a regular basis, this would reduce the number of AG queries. The Head: SCM and 
CFO attended a Central Service database workshop with National Treasury on 17* March 2016. The Demand 
Manager together with the ED Civil and Director Civil attended a CIDB workshop on 26 February 2016. In 
quarter 4, a workshop on the Central Supplier Database was conducted by National Treasury on 6 June 2016 
which was attended by the Buyer, 1 SCM Practitioner and the 2 SCM Admin Officers. 

d) Code of Conduct 

In accordance with regulation 46(4) and 46(5) of the Local Government Municipal Finance Act 2003; Municipal 
Supply Chain Management Regulations, the Supply Chain Management policy of a Municipality is required to 
take into account the National Treasury’s code of conduct for SCM practitioners and other role players. Since 
the adoption of the SCM such code of conduct became binding on all officials and other role players involved in 
the implementation of the SCMP of the Municipality (refer “Annexure A”). All members of bid committees and 
SCM role players have signed the Code of Conduct for the 2014/2015 financial year. These will be renewed 
annually within the first quarter to accommodate mobility of personnel within positions and portfolios. 

e) Sponsorship 

Section 48 of Council’s Supply Chain Management Policy states the following: 

The Accounting Officer must promptly disclose to the National Treasury and the Relevant Provincial 
Treasury any sponsorship promised, offered or granted, whether directly or through a representative or 
Intermediary, by any person who is 

• A provider or prospective provider of goods or services; or 

• A recipient or prospective recipient of goods disposed or to be disposed. 

An invitation was extended to all Directorates to disclose any sponsorship received during the current financial 
year only. A register of disclosure will the maintained by the Office of the MM to capture gifts received by any 
employee. 

In addition to this specific provision it is relevant to note the following provisions as well: 

a) Combating Abuse of the Supply Chain Management System subsection 38 

b) The Elimination of Fraud and other Irregularities subsection 49 of page 62 

c) Prohibition on Awards to persons in the Service of the State subsection 44 

d) Awards to close Family Members of Persons in the service of the Municipality or State subsection 45 

e) Ethical standards subsection 46 

f) Declarations of interest 

All personnel within the SCM unit together with other role players such as Tender committee members have 
signed the code of Conduct for SCM role players and have also declared their interest. It is a common practice 
that such declarations be reviewed annually to give personnel the opportunity to declare their interest should 
their circumstances alter within the financial year. Corporate Services will on take on of new personnel 
introduce the declaration of interest as a measure to avoid future conflicts of interests; however employees are 
encouraged to also do so when their circumstances alter within the financial year during their employment at 
KwaDukuza Municipality. At every meeting of Tender Committees members are given the opportunity to 
declare their interests 
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2A.2.2 SCM CHALLENGES AND RECOMMENDATIONS 


Challenges 

Solutions 

Munsoft financial system 

• Minimum / maximum stock levels 
inadequate 

• Duplication of req numbers 

• Unable to identify irregular expenditure 

A meeting must be held with Munsoft to raise these 
issues in the second quarter 

Training for bid committees 

Training will be conducted by the Head: SCM in the 
fourth quarter 

National Treasury Central Supplier Database 

Integration of the CSD with MUNSOFT 

A meeting was held with and our concerns were 
raised with Munsoft 

1 Common printer being shared amongst 10 
employees which is prone to breakdowns, miss-feeds 
and unclear copies 

An email has been circulated to management in 
September. To date this matter remains unresolved. 

Tax clearance certificates are either expired or 
service providers do not have 

With the introduction of the CSD, this problem will 
be resolved effective from 1 July 2016. 

Section 16 and 17’s are in the increase 

With the introduction of the CSD, this problem will 
be resolved effective from 1 July 2016. 

National Treasury taking too long to list/restrict 
defaulters 

Unfortunately in this matter, council must understand 
that this resides solely in the office of National 
Treasury. Council must comply with MFMA 
Circular 43 for restrictions. 

Table 15: SCM Challenges 
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2.43 By-Laws 

The Council has developed a set of by-laws in line with the proclamation of standard by-laws by the provincial 
MEC for Local Government. The municipality has developed and adopted a number of policies and some are 
being developed. 


Policies 

Learnerships Procedures and Guidelines Policy 

Overtime Policy 

Human Resource Policy 

Recruitment and Selection Policy and Procedure 

Performance Management Lramework 

Housing Allocation Policy 

IT Governance Policy 

Rates Policy 

Credit Control and Debt Collection Policy 

Indigent Policy 

Tariff Policy 

Cash Management and Investment Policy 

Borrowing Policy 

SCM Policy 

Virement Policy 

Budget Policy 

Funding and Reserves Policy 

Asset Management Policy 

Long Term Financial Planning Policy 

Policy on Infrastructure, Invest. And Cap. Projects 

Fleet Management Policy 

Fraud Prevention Policy 

Policy on Leases, Contracts 

HIV and AIDS Policy 

Ward Committee Policy and Procedure 

KDM Taverns Policy 

KDM Funiture Minimum Standards 

KDM Specail Rating Area Procedure Manual 


Table: HR Policies 


Constitution, 1996: Sect 156: Powers and Functions of Municipalities: 

o A municipality may make and administer by-laws for the effective administration of the 
matters which it has the right to administer. 

o A by-law that conflicts with national (Acts) or provincial legislation (Ordinances) is 
invalid. 

Municipal Structures Act, 117 of 1998: Section 11(3): 

o Council must exercise its legislative or executive authority by, inter alia, passing and 
implementing by-laws. 

Section 12: Executive and legislative authority states that: 

o Only a member or committee of a municipal council may introduce a draft by-law in the 
council. 

o A by-law must be made with a supporting vote of a majority of council members. 

o No by-law may be passed by a municipal council unless the proposed by-law has been 
published for public comment in a manner that allows the public an opportunity to make 
representations with regard to the proposed by-law. 

A By-Law only becomes effective from the date it is published in the Provincial Gazette and the Structures Act 

provides as follows: 


1.2.3 Section 13: Publication of by-laws. A by-law passed by a municipal council: 

o Must be published promptly in the Provincial Gazette, and, when feasible, also in a local 
newspaper or in any other practical way to bring the contents of the by-law to the 
attention of the local community; and 

o Takes effect when published or on a future date determined in or in terms of the by-law. 
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By-laws assist in: 

o Addressing and regulating a particular situation or issue within the local community in, 
e.g. street trading, littering, nuisance, noise, parks, etc. 
o Legislating on the safety and comfort of the residents within the municipal area and 
ensuring that certain kinds of anti-social behaviour are prohibited and punished if the 
prohibitions are not observed. 

o Creating specific rights and obligations and informing people's interactions with the 
municipality through explicit regulatory mechanisms. 

O Giving effect to policy in a way that is legally -binding on the community 

2.4.4 Website 

In terms of the Municipal Systems Act, Section 21B of the Systems Act: 

Official website 

1) Each municipality must— 

(a) Establish its own official website if the municipality decides that it is affordable; and 

(b) Place on that official website information required to be made public in terms of this Act and the 
Municipal Einance Management Act. 

2) If a municipality decides that it is not affordable for it to establish its own official website, it must provide the 
information in terms of legislation referred to in subsection (1) (b) for display on an organised local government 
website sponsored or facilitated by the National Treasury. 

3) The municipal manager must maintain and regularly update the municipality’s official website, if in 
existence, or provide the relevant information as required by subsection (2 in terms of Section 75 of the MFMA. 

4) The Accounting Officer of a municipality must place on the website, in terms of section 21 A of the 
Municipal Systems Act the following documents of the municipality: 

• The annual and adjustments budgets and all budget-related documents and all budget-related policies 

• All performance agreements required in terms of section 57(1) ( h 1 of the Municipal Systems Act: 

• All service delivery agreements; 

• All long-term borrowing contracts; 

• All supply chain management contracts above a prescribed value: 20 

• An information statement containing a list of assets over a prescribed value that have been disposed of 
in terms of section 14(2) or (4) 

• Contracts to which subsection (nl) of section 33 apply, subject to subsection (3) 

• Public -private partnership agreements referred to in section 1 10: 

• All quarterly reports tabled in the council in terms of section 52(rl,: and any other documents that must 
be placed on the website in terms of this Act 01- any other applicable legislation, or as may be 
prescribed. 

5) A document referred to in subsection (I) must be placed on the website not later than five days after its 
tabling in the council or on the date on which it must be made public, whichever occurs first. In terms of Section 
2 IB, we are fully compliant. 

6) In terms of Section 75 of the MFMA, we are compliant, however an audit needs to be conducted to ensure 
that all Municipal Documents as per above section is being submitted and being advertised. The ICT 
Department also maintains a website register to record all documents received for publishing on the website. 

INTRANET 

The Intranet has been updated with information received from Directorates. The site has a calendaring feature 
for the scheduling of meetings. More content needs to be added, and it will be imperative if each Directorate 
appoints a Champion to deal with content. Training will be held will all staff dealing with the website and 
intranet (date to be confirmed). A consultative process will be held with Communications Division regarding the 
Management of the Website and Intranet 


2.4.5 Public satisfaction with municipal services 

The iLembe District Municipality received a total budget of R1 130 000 grant to facilitate the customer 
satisfaction survey in the iLembe District. The survey assisted the family of municipalities within the iLembe 
District to assess their performance in relation to the services that they deliver to the communities and again 
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enhance the relationship between the municipality and external customers. This survey on customer satisfaction 
formed part of improving service delivery in the municipalities. A survey was also conducted in late 2015/2016 
by unemployed youth within the 27 wards. The results are still in the process of being analysed and would 
probably be completed by the second quarter of 2016/2017 and a report sent to Council. 


2.4.6 Municipal Oversight Committees 

Exco and Council perform the overall oversight over the administrative component of the municipality, 
however, the Council also have selected committees to play oversight role and report to Council. The following 
committees have been established in terms of the relevant legislations. 

OVERSIGHT COMMITTEE 

It is established in terms of Municipal Finance Management Act, section 129, and Municipal Structures Act, 
section 33 and section 79. The committee cannot include the Mayor or Mayoral Committee members or 
Executive Committee members. The committee can include representatives from the community. Oversight 
Committee has only one task - 

• To review the Annual Report and prepare a draft Oversight Report for Council. 

All meetings of the Oversight Committee must be open to the public. Representatives from the Auditor-General 
must be invited to each meeting. The Municipal Manager must attend each meeting. The sole function of the 
Oversight Committee may be performed by the Municipal Public Accounts Committee. 

2.4.6.1 Performance Audit, Audit Committee and Risk 
Committee 

The Council is required by law to establish: 

a) An Audit Committee; 

b) A Performance Management Audit Committee; and 

c) A Risk Management Audit Committee. 

The Audit Committee operates under a Charter approved by the Council and submits reports on its activities to 
the Council twice annually. However, to improve communication between the Audit Committee and the 
Council, the Mayor and the Chairperson of the Municipal Public Accounts Committee have a standing invitation 
to attend all meetings of the Audit Committee. 



Wendy Oelofse: Chair - Audit Committee Zwile Zulu: Chair - Performance Audit Committee 
AUDCOM MEMBERS : 

• Mr B Mdletshe 

• Mr D Bosch 

• Mr G Oldman 

• Mr P Mntambo 

INTERNAL AUDIT CAPACITY AND FUNCTIONALITY 

The Municipality has an Internal Audit Unit which operates in terms of an Audit Plan developed by the Audit, 
Performance Management and Risk Committee. In the past the Internal Audit Unit has lacked the capacity to 
address all the matters contained in the Audit Plan and has relied on assistance from the Provincial Treasury to 
meet the requirements of the Audit Plan. 
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2.4 .6 .2 Municipal Public Accounts Committee (MPAC) 

Following the guidelines of the Department of Co-operative Governance and Traditional Affairs the Council has 
established a Municipal Public Accounts Committee. The Committee consists of 5 Councillors of the 
Municipality, who are not members of the Executive Committee. The Committee examines:- 

• The financial statements of all executive organs of Council; 

• Any audit reports issued by the Auditor General on the affairs of the Municipality and its Municipal 
Entity. 

• Any other financial statements or reports referred to the Committee by the Council; 

• The annual report on behalf of the Council . 

It also:- 

• Reports to the Council, through the Speaker, on any of the financial statements and reports referred to 
above; 

• Develops the annual oversight report based on the annual report; 

• It initiates any investigation in its area of competence; and 

• Performs any other function assigned to it by resolution of the Council. 

Members should not serve on any other committee. The Chairperson of the committee is appointed by the 
Council. MPAC has only one mandatory responsibility - to prepare a draft Oversight Report and other service 
delivery related matters. Any other responsibilities must be assigned by Council, through the adoption of a 
Terms of Reference (Charter). Council must also approve an annual Work Programme. 







^ 


Cllr. OL. Nhaca - Chairperson of MPAC 


Members of MPAC: 

• Cllr. RN. Pakkies 

• Cllr.C.Ndlovu 

• Cllr. S.Mfeka 

• Cllr. S. Ngwane 

• Cllr. TN. Khumalo 

• Cllr. NP. Dube 

• Cllr. EM. Kolia 

• Cllr. CR. Marsh 

• Cllr. MSC. Motala 

• Cllr. SD. Mashiya 
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Tender Appeals Committee 

The municipality has 2 committees to assist the municipal manager in the discharge of his duties in terms of 
Supply Chain Management Policy 50. An internal objections committee composed of SCM and Legals 
personnel, who are non-members in any of the council tender committees, is in place to address all objections 
from bidders. This committee comprises of Mr L Moothusamy and Mrs P Govender. Secondly council has 
adopted the district Municipal Bids Appeals Tribunal set up by the KZN Provincial Treasury to deal with 
appeals relating to any objections or in terms of the Supply chain management policy 50. Listed below are the 
objections received by the municipal manager in the 2015/2016 financial year. The register of appeals is 
indicated below: 
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KWADUKUZA 


A\UIMICI PALITY 

I certify that the performance reporting of the municipality has been done in line with the 6 national KPA’s and 
is the focus of the MSA Section 46 requirements as set out from pages 6-24, and therefore reflects the 
performance of the municipality for the financial year, comparisons to performance of the previous financial 
year and measures taken to improve performance. 



NJ. MDAKANE (MUNICIPAL MANAGER) 


31 AUGUST 2016 
DATE 
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Chapter 3: SERVICE DELIVERY PERFORMANCE 

Annual Performance Report 

INTRODUCTION: 

This section indicates, in more detail, the performance of the municipality for the financial year and makes 
reference to the supporting documentation, including the Organisational Scorecard. The performance reporting 
of the municipality is done in line with the 6 national KPA’s and is the focus of the MSA Section 46 
requirements and therefore reflects the performance of the municipality for the financial year, comparisons to 
performance of the previous financial year and measures taken to improve performance. 

Background to Organisational Scorecard 

• The Organisational Scorecard approach below reflects the 6 national KPA’s and local priorities and enables 
a wider assessment of how the municipality is performing. 

• The performance report is based on measures included within the Organisational Scorecard. 

This incorporates 19 priority measures selected from the IDP. The criteria used reflect factors such as 
previous performance levels, comparative performance and budget implications. These were agreed by 
Council vide C 2092. These targets were reviewed and updated at Council meeting vide resolution C 150. 

• The traffic light system used to report performance is as follow: 

o Blue - Performance targets exceeded (overachieved) 
o Green - Performance target met 
o Red - Performance target not met 

• In relation to the 2015/2016 year end performance results, the final position shows: 

o 25% of measures have exceeded the year-end target 
o 37% of measures have achieved the planned targets 
o 38% of measures have not been met. 

• Summary of performance results for all strategic objectives included in the organisational scorecard are as 
follows. 


Performance Analysis 


Annual Overview 



■ Fully achieved 

■ Exceeded 

■ Not achieved 


37% 


Graph: 


1 


Budget Spending: 5 Year comparison of Capital Expenditure 


BUDGET 

EXPENDITURE 

201112012 

Expenditure 

201212013 

Expenditure 

201312014 

Expenditure 

201412015 

Expenditure 

201512016 

Expenditure 

Green - Expenditure 

54% 

27% 

48% 

55% 

86% 


46% 

53% 

52% 

45% 

11% 

TOTAL 

100% 

100% 

100% 

100% 

100% 
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5 YEAR COMPARISONS OF KPAs 


KPA 

2011/2012 FY 
(% ACHIEVED) 

2012/2013 FY 
(% ACHIEVED) 

2013/2014 FY 
(% ACHIEVED) 

2014/2015 FY 
(% ACHIEVED) 

2015/2016 FY 

(% 

ACHIEVED 

Institutional 

Transformation 

53% 

71% 

67% 

64% 

83% 

Good Governance 
and Public 

Participation 

80% 

65% 

82% 

90% 

85% 

Local Economic 

Development 

31% 

66% 

17% 

40% 

70% 

Financial 

Management and 
Viability 

55% 

50% 

54% 

90% 

81% 

Basic Service 

Delivery 

42% 

39% 

50% 

40% 

32% 

Spatial Planning & 

Environmental 

Management 

N/A 

N/A 

N/A 

N/A 

40% 



2012/2013 2013/2014 2014/2015 2015/2016 


■ ISO 

■ GG&PP 

■ LED 

■ FV 

■ BSD 

■ Spatial 


Graphical representation of performance comparison of KPAs from year to year 
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COMPARISONS OF PERFORMANCE EROM QUARTER TO QUARTER 



KWADUKUZA MUNICIPALITY ANNUAL REPORT • 92 


Overview of Performance on National KPAs: 


KPA 

No. of 

Strategic 

Objectives 

No. of 

Indicators 

No of Perf. 
Targets 

Targets 

Exceeded 

Targets 

Met 

Institutional 

Transformation 

8 

22 

22 

5 

13 

Good Governance & 
Public Participation 

7 

13 

13 

4 

7 

Local Economic 

Development 

5 

10 

10 

4 

3 

Financial 

Management & 

Viability 

11 

21 

21 

9 

8 

Basic Service 

Delivery 

11 

38 

38 

3 

9 

Spatial Planning 

5 

5 

5 

2 

0 

TOTAL 

46 

109 

109 

27 

40 

% Achievement 

25% 

37% 

% Overall Performance for achieved and exceeded targets 

62% 


Table: Overview of KPAs 




Comparisons ofKPA performance 
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2015/2016 ANNUAL PERFORMANCE REPORT 

OPMS IDPRefNo. Strategic Objective Key Performance Ward Target Actual 2015/2016 TARGET 2015/2016 Measures to Status 

No Indicator 2014/2015 2014/2015 ACTUAL improve 

ACHIEVED performance 

DEVELOPMENT OBJECTIVE 1: INSTITUTIONAL TRANSEORMATION & MUNICIPAL DEVELOPMENT 
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CONCLUSION 



Table 21: Three Year Annual performance comparisons 


There was a 3% decrease in performance for 2015/2016 which is 38% when compared to 41% in 2014/2015 
financial year. However, there is also a significant increase of 37% for targets that were exceeded in 2015/2016 
when compared to the two previous years which were at 12% and 16% respectively. The number of targets that 
were not achieved decreased significantly from 44% and 43% in 2013/2014 and 2014/2015 to 38% in 
2015/2016. The overall achievement for the 2015/2016 taking into account both targets met and exceeded is 
62%. This decline is due to those targets though finally achieved, but were achieved after the target date has 
passed thus resulting in the targets regarded as not achieved. 
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Functional Areas Performance Overview 
3.1 COMPONENT A: Basic Service Delivery 

KwaDukuza Municipality wants to ensure that there is an optimal provision of basic service and infrastructure 
delivery within the area of KwaDukuza Municipality and also to ensure that this delivery happens in a 
sustainable manner, in line with KwaDukuza’ s long term vision. This long term vision calls for all the internal 
departments of KwaDukuza Municipality to adhere to the principles of sustainable development as called for by 
Natural Environment Management Act (NEMA). 

The primary components for KwaDukuza infrastructure development programme are, solid waste collection, 
roads, transportation services, electricity, cemeteries and iLembe District Municipality is responsible for water 
waste collection/removal and sanitation. 

• Link infrastructure development with economic growth initiatives. 

• Link infrastructure finance with financial market development. 

• Develop models and mechanisms for financing infrastructure. 

• Use infrastructure development to create decent job opportunities. 

WATER AND SANITATION: 

KwaDukuza experiences water disruptions on a regular basis. There is a huge disparity in provision of services. 
There is also a major service backlog and a lack of maintenance of existing infrastructure. Only half of the 
population has access to water. Reliance on ground water can lead to health impacts amongst the more 
vulnerable sections of the population, where ground water has become polluted through poor land use and/or 
burials near water courses. There is severe water shortage in the area which is exacerbated by new development 
applications. UMngeni water, KwaDukuza and iLembe cannot meet the current water requirements of existing 
users. The water shortage needs to be addressed at a strategic level and various bulk water options are being 
considered including desalination treatment plants, ways of reducing inefficiencies, waste and water loss need to 
be investigated. 

KwaDukuza Municipality experiences huge disparity in provision of sanitation is concerned. It also experiences 
major service backlogs. Approximately 59% of households have access to a basic level of formal sanitation 
service; however 13% do not have any formal form of sanitation whilst 28% uses pit latrines. This could result 
in ground water contamination and could consequentially be detrimental to human health. 

There is a lack of maintenance of existing infrastructure. Infrastructure is often poorly sited and has the potential 
to impact on the environment when it is not operating properly. There is one major sewer treatment works at 
KwaDukuza that pumps sewerage from other smaller sewer pumps across the Municipality. There is no bulk 
Municipal waterborne sewerage reticulation system available in areas including Blythdale and surrounds Septic 
tank systems are used in many areas for disposal of liquid waste. Due to extensive housing developments 
especially along the coast treatment works requires upgrading, however the ILembe Municipality have indicated 
that they are not currently in a position to provide a bulk service supply to upcoming developments. 

The Lower Thukela Regional Bulk Water Scheme is intended to serve the area of KwaDukuza with portable 
water supply. The demand for water on the coastal area of KwaDukuza has increased and the current supply 
from the Umdloti and Umvoti river systems are insufficient to meet the projected water demand. 


The project is implemented jointly by iLembe District Municipality and Umgeni Water and will cater for the: 

• Current Demand, 

• Euture Private Developments Of Commercial, Industrial And Residential Nature, 

• Low Cost Housing Developments, 

• Rural Areas Currently Served As Stand-Alone Schemes, And 

• Rural Area That Is Currently Un-Served. 

The scheme will serve a total of 64,239 bulk connections to commercial and private units, 28,567 low cost 
housing units, augmentation of bulk to 3,349 rural households and bulk and reticulation to 3,083 rural 
households without services. The scheme is expected to cost a total of R 1,283,580,681.00 and is implemented 
in phases, subject to availability of funding. The iLembe District Municipality is also exploring the idea of a 
desalination plant to augment the above water schemes. The investigations are still at a preliminary phase. 
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3.1.1 ELECTRICAL AND MECHANICAL 

Brief Overview 

The Electrical Engineering Services Directorate comprises of three sub-directorates being Electrical Engineering 
Planning/ Customer Services, Fleet Services, and Electricity Operations. 

The Electrical Engineering Services Directorate is charged with the responsibility for the construction, 
maintenance, upgrading and expansion of Municipal Built Assets, Electricity infrastructure/ service delivery, 
procurement of new fleet and ensuring high availability of well-maintained vehicles and plant. 

The Electrical Engineering Services Directorate is a front line service provider and daily performance is 
continually measured in the eyes of the public who are quick to report any apparent lack of or poor 
performance.’ 

The Electricity Planning and Customer Services Directorate deals with many and diverse aspects of electricity 
supply administration related to new customer electricity connection applications as well as administrative 
process documentation co-ordinated by other directorates within the Municipality. 


Applications Processed 

2015/2016 

New Supply Connections 

198 

New Supply Quotations 

735 

Building Plans 

15 

Encroachments 

3 

Relaxations 

132 

Telkom 

2 

Vodacom 

1 

MTN 

1 

Neotel 

2 

DFA 

8 

Indigent Services Estimates 

60 

Special Consent 

26 

PDA - (Sub divisions / Rezoning) 

31 

TOTAL APPLICATIONS PROCESSED 

1214 


Table: Electricity applications 


3.1.2 Electricity Infrastructure 

Generally existing bulk electricity supply in the area is limited. KwaDukuza Municipality has encountered 
challenges with regard to its power supply. The situation has led to dissatisfaction in terms of the quality of 
service and quality of supply. In many instances these interruptions have been caused by cable theft, overload 
situations and nuisance tripping. The average age of Network is estimated to be as follows: 

• Older than 50 years = 0% 

• Between 30-50 years = 5% 

• Between 10-30 years = 85% 

• Less than 10 years = 10% 

KwaDukuza has experienced phenomenal growth over the past few years which has increased the demand for 
supply imposed on the existing electricity networks considerably. It must further be noted that the infrastructure 
is aging and cannot meet the demands of this phenomenal growth. The electrical load growth over the past seven 
years, measured in (MV A) has increased within the Electricity supply area of jurisdiction as follows: 


AREA 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

Northern Network 

55 MVA 

56 MVA 

57 MVA 

57 MVA 

57 MVA 

57 MVA 

57 MVA 

Southern Network 

42 MVA 

46 MVA 

47 MVA 

48 MVA 

54 MVA 

57 MVA 

59 MVA 

Total 

97 MVA 

102 MVA 

104 MVA 

105 MVA 

111 MVA 

114 MVA 

116 MVA 


Due to the abovementioned load growth experienced it became important that KwaDukuza Municipality 
engaged in an electricity master planning exercise. It should be recorded that KwaDukuza commissioned the 
review of the Energy Master Plan in the 2014/15 financial year and finalised in the 2015/16 financial year. The 
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outcomes as defined within the revised Energy/ Network Master plan will be submitted to portfolio committees 
and council for consideration and adoption during the 2nd Quarter of 2016/17 financial year. This revised 
Energy/ Network Master Plan once adopted will amongst other things provide clear guidelines in respect to 
revised network upgrade/ expansion priorities as well as early financial planning for the funding thereof. 
Implementation of the key outcomes will ensure future infrastructure investment required to meet the demand 
and to achieve acceptable quality of supply. 

The Electrical Engineering Services Directorate identified a need to improve their maintenance operations 
through the implementation of a computerised maintenance management system. It is a commendable decision 
because we believe that a large asset intensive organisation such as the KwaDukuza Municipality can only 
execute effective maintenance management by using integrated maintenance management systems to control the 
complex daily tasks needed to ensure cost effective service delivery. The implementation of this exercise covers 
the execution of an asset management maturity assessment of the KwaDukuza Local Municipality’s Electricity 
Network. A computerised maintenance management system (CMMS) is a critical management tool that can be 
used to enhance the level of customer service of a municipality. The tool has been implemented successfully 
and workshops and training is being undertaken to ensure the successful utilisation and administration of the 
CMMS, across all involved sections and all management levels. 

• Service Delivery 

Due to the load growth experienced, priority projects were identified and funded. These key projects align 
with the Energy Master Plan/Network study which was adopted by Council in 201 1 (This has subsequently 
been revised). 

• Highlights 

One of the key projects that is worth highlighting is the establishment a new firm lOMVA 33/1 IkV 
outdoor substation in the Groutville area, at the proposed Community Centre site on Lot 5212. The 
Project scope also includes 1 IkV cable to Melville switchroom and turning in of 33kV OHL’s from 
Shiaskraal and POS substations. The total project cost inclusive of professional fees is approximately 
R 31 million. The commissioning of this strategic major substation has enabled a reduction in loading at 
Glenhills Eirm lOMVA 33/1 IkV substation which was increasingly subjected to overload conditions 
emanating from customer growth with frequent resultant power outages. The de-loading of this 
substation now provides for improved stability and quality of supply to all customers fed from this 
substation and has removed the risk of overload damage to the 2 X lOMVA Transformers at Glenhills 
substation. Groutville Priority One major substation has also provided for improved stability and quality 
of supply to many customers in the greater Groutville precinct 

Another key and strategic project initiated in the 2015/16 financial year is the Electrification of 
households that were without Electricity within Eskom Area of Supply through grant funding of R 
18 000 000.00 from the Department of Energy. This type of project was facilitated via the Eskom/ DoE 
approved Schedule 5b process. 

To expedite the roll out of universal access to electricity in all KwaDukuza Municipality Wards supplied by 
Eskom the project was split into two separate tenders being Tender MN 90/2015 (537 Connections) and Tender 
MN 91/2015 (640 Connections). 

The extent of the works for the Electrification of ESKOM Supply Wards - Wards 3, 21 and 27 .-Tender MN 
90/2015 consisted of the following: 

• Supply and install approximately 12500m of new Eox MV overhead line, including 3 phase and dual 
phase conductor. 

• Supply and install approximately 30452m of LV ABC, including 3 phase, dual phase and 1 phase 
conductor 

• Supply and install approximately 27380m of concentric 1 phase 10mm air-dac cable. 

• Supply and install 537 new meters and ready-boards to Eskom specification 

• Test and commission all the new reticulation. All tests must be accompanied by a test certificate which 
is to be completed by a competent person. 

• Provide as-built marked up drawings indicating the OHL routes. 

• Provide accurate GPS co-ordinates for the new networks. 

The extent of the works for the Electrification of ESKOM Supply Wards - Wards 1, and 25 .-Tender MN 
91/2015 consists of the following: 
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Supply and install approximately 17403m of new Fox MV overhead line, including 3 phase and dual 
phase conductor.- 

Supply and install approximately 36743m of LV ABC, including 3 phase, dual phase and 1 phase 
conductor 

Supply and install approximately 36325m of concentric 1 phase 10mm air-dac cable. 

Supply and install 640 new meters and ready-boards to Eskom specification 

Test and commission all the new reticulation. All tests must be accompanied by a test certificate which 
is to be completed by a competent person. 

Provide as-built marked up drawings indicating the OHL routes. 

Provide accurate GPS co-ordinates for the new networks. 
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Electrical Projects Implemented as Priorities during 2015/2016 Financial Year 
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Table 23: Electrical projects 


3.1.3 ELECTRICITY PLANNING and CUSTOMER SERVICES 


FLEET SERVICES: 

During the 2015/2016 reporting period the Fleet Services Directorate successfully procured 42 items of 
new fleet to serve either as additional new fleet aligned with user Directorate increased needs and or 
replacement of fleet declared redundant or accident write -off. 

The items of fleet procured are as listed in the table here below; 



GROUTVILLE PRIORITY ONE - 33/IIkV (EIRM 10 MVA) SUBSTATION UNDER CONSTRUCTION 
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CIVIL ENGINEERING SERVICES & PROJECT MANAGEMENT: 


The Civil Engineering Services Department is one of the strategic departments responsible for infrastructure 
development and maintenance for ensuring basic service delivery and performance areas in the following: 


• Civil Engineering Services (Roads and stormwater, sidewalks, traffic calming) 

• Municipal buildings services (Maintenance of Municipal offices, halls, creches, old aged homes and 
multipurpose centres) 

• Civil Infrastructure planning (Bulk services infrastructure planning for municipal and private 
developments) 

• Programme / Project Management (Implementation of MIG and capital projects, monitoring and 
evaluation of consultants and contractors, MIG MIS reporting) 

SERVICE DELIVERY APPROACH 

• KDM is operating on an adopted award cluster based service delivery model. 

• This model has assisted in ensuring that every ward receives equal attention and coordination of 
delivering of services. Civil Engineering Department has filled the post of Director Project 
Management unit to start on the of July 2016 and a post of Einance officer to ensure the effective 
Project Management. 

CIVIL INFRASTRUCTURE: MINOR ROADS RELATED WORKS AND COMMUNITY 
FACILITIES 


PROJECT NAME/ DESCRIPTION 

OUTPUT 

F.Y 

COMMENTS 

Wooden Bridges ( Ward 24,15,1, 3) 

4 

2015/2016 

(Rollover) 

SCM process commenced, construction to 
start in 2016/2017 

Speed Humps 

69 

2015/2016 

Completed 

Sportsfields (Nonoti-Ward 03, Etete- 
Ward 07) 

02 

2015/2016 

(Rollover) 

Nonoti Sportsfield is at 70% construction 
stage 

Etete Sportsfield- SCM process commenced, 
construction to start in 2016/2017 

Halls (Mbozamo-Ward 18, Mgigimbe- 
Ward 9, Shayamoya-Ward 26) 

03 

2015/2016 

Mbozamo Hall is at 50% construction stage. 
Mgigimbe Hall completed 

Shayamoya Hall is at 20% construction stage. 


ROADS AND STORMWATER PROJECT 


PROJECT NAME/ DESCRIPTION 

OUTPUT 

F.Y 

COMMENTS 

Black Top Roads 

18.4km 

2015/2016 

Practically Completed 

Roads Rehabilitation/ Resurfacing 
(King Shaka St., Hullet St., Lindley St., 
Manor Dr., Hill Crescent, Balcomb St., 
Theunissen St., Gizenga St., 

Compensation, Hawkins St., Darnall) 

12 Roads 

2015/2016 

Completed 

Gravel Maintenance 

All Gravel 
Roads 

2015/2016 

On-going blading and regravelling. 

Potholes 


2015/2016 

Some of the repairs were outsourced to 3 
Cluster Contractors. 

Walkways/ Pavements 

3km 

2015/2016 

To provide a safe walking environment for 
pedestrians. 
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MUNICIPAL SERVICES: 

Highlights: 

The Municipal Services Directorate is charged with the responsibility of ensuring that we provide for a clean 
and safe environment to live, work and play. This department is in the forefront of delivering sustainable 
services in an integrated approach. We contribute to the protection of our public health, safety and environment. 
The Municipal Services Directorate comprises of Community Safety, Disaster Management and Community 
Services sub-directorates. 

WASTE MANAGEMENT 

Highlights: 

♦ Appointment of a Waste Manager and Superintendent and Senior Clerk. 

♦ The transfer station is 80% complete, two shipping containers have been delivered, and offices built. 

♦ Licensing part of it is about to be finalized as per National Environmental Management: Waste Act listed 
activities. 

♦ Participated in the World Environmental Day march took place in KwaDukuza CBD. 

♦ Placed waste concrete bins within 200m in CBD. 

♦ Dealt and control illegal dumping. 

♦ Planted lot of indigenous trees in community areas and schools. 

♦ Organized waste management and recycling training for Waste Management staff and local recyclers. 

♦ Youth Jobs in Waste conducted a survey in KwaDukuza CBD shops to determine type of waste produced 
by each shop, how many of them separate waste at source, how many have storage or holding areas for 
waste and how many uses Municipal refuse bags (see below the results in a form of charts) 

THE BELOW PIE CHARTS INDICATES THE INEORMATION THAT WAS COLLECTED IN THE 
CBD RETAIL STORES SURVEY 


P le ch a rt to r T YP t ^ W An T l 



PAFgt 25 '^ 


vege/frutt: 1.92% 


The pie chart above indicates the types of waste streams that are produced by the different retailers in the 
KwaDukuza CBD as well as percentages of the different waste streams from our sample group of the population 
that was used for these stats. 

This tool will assist the municipality in determining the resources that are needed for operations as well as the 
different waste management strategies e.g. recycling, separation at source in a nut shell waste minimisation. 
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Pie chart for WASTEHOLDI 


I YES: 65,38^ 



NO: 34,62 °/r| 


The pie chart above indicates the percentages of retail shops with waste holding area as well as those without 
waste holding areas . This becomes a critical factor in terms verge up keep as well as Street sweeping because of 
the resources that are depleted by municipality due to the overlap between pick up times and waste left on 
kerbing due to no holding area. 


Pie chart for MUNiCiPALB 



The pie chart above indicates the percentages of retail shops which use municipal prescribed bags as well as 
those that do not use municipal prescribed bags. 

If you look at the pie chart above it is clear in terms of percentage that 80.77% of our 160 sample population in 
the C.B.D utilises municipal prescribed bags and as for the 19.23 % they do not use municipal prescribed bags. 


Pie chart for NOOFBAGS 
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Challenges: 


CHALLENGES 

POSSIBLE SOLUTIONS 

Enforcement 

H Review of by-laws and training of 
Environmental Management Inspectors 

Breakdown affects service delivery and mechanical 
measures are delayed through SCM Policy processes. 

H Prioritize Waste Management 

H Procurement of Waste Management 
Eleet. 

Shortages of drivers affect service delivery. 

H Engage on a prioritize recruitment drive 
so as to enhance human capital within the 
section 

Lack of community education programs on Waste 
Management to sustain council assets such as burning 
skips and illegal dumping 

H Waste unit to be informed of any illegal 
dumping and other waste related 
challenges in order to send Youth Jobs in 
waste to educate the community. 

H Ward committee should also assist in 
educating the community members about 
healthy living and clean environment. 

Skips are always full because of extra loads brought by 
companies contracted to perform duties for KDM, the 
service level agreement should be reviewed 

H The committee should review the service 
level agreement between the 

Municipality and service providers to 
resolve this matter. 


PICTURES TAKEN DURING DIFFERENT ACTIVITIES 



The team was having a march for the World Environmental Day Awareness Walk. We marched 2.7km in KwaDukuza CBD on the 03 
June 2016 



Khabokedi and EDTEA conducting awareness at Stanger Pre Primary School on the 09 June 2016 
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The above picture, Khabokedi team and Shakaskraal school digging holes for planting fruit trees at Shakaskraal 


Khabokhedi gave presentation at Ziphozethu Primary school for water week celebration 



One on one education to street vendors 



Khabokedi team was awarded a certificate of acknowledgement, support, assistance and Partnership in Environmental Programmes by 
EDTEA 
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HUMAN SETTLEMENT 

KwaDukuza is the economic hub of the ILembe district and because of this reason that most people from 
other parts of the ILembe district find it to their advantage to come and settle in KwaDukuza in pursuit of 
both housing and job opportunities. The current low income housing backlog in KwaDukuza is still high, but 
the Municipality is in the process of finalizing the delivery of the already constructed houses to owners. The 
natural growth in the area is in the region of 4%, and together with relatively small average household sizes, it 
leads to a situation where demands for new housing units are ever increasing. If housing delivery continues at 
its current pace, then the backlog will remain over a period of 10-15 years, and increase dramatically 
thereafter if delivery is not significantly increased. KwaDukuza Housing Demand Database suggests that the 
total housing backlog in KwaDukuza is sitting at 68000. 

CHALLENGES IN HOUSING PROVISION 

The scarcity of land to build houses. 

In cases where land is available, the landowners are asking for extremely high prices. 

There are landowners, who have regarded shack farming as an income generating activity and do so without 
providing basic services like water, sanitation, roads, etc. In most instances, these people are living in very 
squalor conditions. This then necessitates KwaDukuza Municipality to become proactive in providing decent 
living conditions for these people. 

EINANCIAL PROJECTIONS 

For implementation of the current projects listed in the Human Settlement Programme, the municipality needs to 
acquire land for R59 million rand over the next 4 to 5 financial years; prepare for linkage of bulk and internal 
reticulation services to the value of over R2.5 billion rand. This equates to approximately R69 000 per low 
income housing unit at today’s prices. 

LEVEL 2 ACCREDIATION 

KwaDukuza Municipality is one of the seven (7) municipalities in KwaZulu Natal that has been given a human 
settlements accreditation status. The level of accreditation for KwaDukuza Municipality is Level 2. The 
accreditation status is whereby the National and Provincial Department is delegating some of the human 
settlements development planning, approval and implementation to local municipality after the municipality has 
been independently assessed by the accreditation panel. KwaDukuza Municipality entered into Accreditation 
Implementation Protocol on the 7* of March 2013. This delegation is for the period of three years and it is 
performance based. 

The municipality has been delegated these functions by the National and Provincial Department of Human 
Settlements: 

• Subsidy budget planning and allocation, and priority programme management and administration, 
including: 

• Housing subsidy budgetary planning functions across national housing programmes and projects; 

• Subsidy allocations; and 

• Project identification; 

This responsibility will be given to the Municipality once direct access to the Housing Subsidy System is 
secured. 


The Programme management and administration, including: 

- Programme and project evaluation and approval; 

- Contract administration; 

- Subsidy registration'’ 

- Programme management including cash flow projection and management; and 

- Technical quality assurance functions. 
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KwaDukuza Municipality has received huge grant funding from the Department of Human Settlements to build 
its own capacity to deliver on the new delegations. The process of filling the vacancies with highly qualified 
personnel is on-going. 

BLOCKED HOUSING PROJECTS 

KwaDukuza Municipality has a number of projects that are blocked because of various reasons. The 
municipality has been working with the Department of Human Settlements to unblock some of the projects and 
there is significant progress on this regards. Amongst the projects that fall under this category which has been 
some progress on them include Senzangakhona, Chief Albert Luthuli, and Ethafeni. 

HOUSING RECTIEICATION PROJECTS 

KwaDukuza Municipality has a number of projects that has been identified as projects which need to be 
assessed and considered under rectification programme. These houses were built prior to 2003 and they were 
poorly build and not suitable for human beings. The National Housing Building Regulatory Council (NHBRC) 
has been appointed by Department of Human Settlements to make assessment of individual houses within 
identified project and make recommendations about its quality or workmanship. The NHBRC has completed 
Mbozamo Housing Project and they recommendations to demolish the first 255 houses have been made. 
Funding has been approved for this project and the project manager appointed. The project will be implemented 
over the period of two years. The other project which were identified and some of them assessed by NHBRC 
are as follows: Nkobongo Phase 1 and 2, 

AEEORDABLE HOUSING 

The municipality as part of its responsibility is implementing some projects to address the Gap Housing Project 
in our area and also private sector has been engaged to work on the same challenge. Rocky Park Project is one 
project that is currently under construction that has approximately 255 units. Gaza Strip project is currently 
selling its units off plan targeting the same market segment. The municipality will be appointing Implementing 
agents to implement other two projects in the Council owned land in Shakaville and Vlakspruit. Standard Bank 
as part of our Neighborhood Development Grant project known as Woodmead Node, are currently constructing 
civil works for the 800 affordable units and also building show houses . This project will be implemented over 
the period of two years depending on the demand of houses. 

SOCIAL HOUSING 

KwaDukuza Municipality has identified strategic land parcels and took a resolution which declares those areas 
as potential restructuring zone in line with the Social Housing Act. 


RESTRUCTURING ZONE 

AREAS 

ZONE 1 

KwaDukuza CBD, Rocky Park, Stanger Heights, 
Doctorskop, Blythedale Beach, and Hyde Park 

ZONE 2 

Shakaskraal, UMhlali, Salt Rock, Ballito, Compensation 
and Greater Driefontein 


The municipality is in the process of ensuring that the proposed areas or sites are declared as restructuring zones 
by the National Minister of Human Settlements in order to unlock Social Housing projects. 

CHALLENGES OE HUMAN SETTLEMENTS IN KDM 

High standard is required on sanitation and water, whereas the water service authority does not have adequate 
budget to upgrade and develop new infrastructure. This is contributing to the slow pace of housing delivery. 
There is a perceive demand of affordable houses in KwaDukuza Municipal area and which is not informed by a 
scientific research study. There is an urgent need for the municipality to commission a study on affordable 
housing demand in the area. 

Projects concentrated in the hands of few service providers which impact negatively in housing delivery. 

There is on-going inward and outward immigration of people in KwaDukuza which causes more challenges on 
both supply and demand side of housing. 

• Lack of council owned land for housing in Ballito make it impossible for Council to ensure integration 
of communities. 

• Lack of internal capacity to undertake pre-feasibility studies for housing projects. 

• Lack of site size policy for low cost housing, 

• Lack of human settlements density policy, 

• Poor close out of projects which make the municipality to have a long list of projects which most of 
them are not real projects. 

• Lack of land acquisition strategy for human settlements which lead Council to be on the mercy of the 
land owners. 
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3.2 COMPONENT B: Roads Construction and Maintenance 


Road construction, maintenance and storm water drainage 

KwaDukuza Municipality approved its Roads & Storm Water Master Plan in November 2010. The critical 
areas identified in the Master Plan are maintenance of 449 kilometres of roads and construction of new roads. It 
must be noted that there is approximately 20kilometres of road which came about after a new ward (Ward 27) 
was incorporated into KwaDukuza Municipality from Ndwedwe Municipality. The Master Plan has determined 
that an estimated amount of R58 million is required in the new financial year in order to undertake the 
following: 

B Road maintenance 
B Road upgrades 

B Diversion of storm water channels from houses 
B Construction of new storm water channels 
B Construction of mid-block storm water channel 

Upgrade to gravel roads which include construction, regravelling, shaping and cutting of existing roads and 
preparation for tarring, subject to the availability of MIG roads. It is estimated that over a five-year period this 
will require about R825 million to undertake this kind of work in the current configuration of KwaDukuza 
Municipal boundaries. 

Department of transport embarked on a maintenance programme to maintain the major corridor roads towards 
KwaDukuza and through KwaDukuza Municipal area. Roads affected and now currently in the process of 
rehabilitation are the R 74 and R102 which are the main carriers within the jurisdiction of KwaDukuza. Funds 
were set aside to deal with the roads and contracts have been awarded to contractors to rehabilitate. 

KwaDukuza Municipality has strong North-South linkages via the N2 and Provincial road R102. These roads 
provide a basis for linking the main coastal nodes and the main Provincial Economic hubs (eThekwini and 
uMhlathuze). There are also distinct East-West linkages via the R74 and R614, these serve as a basis for 
connection of inland and coastal nodes, as well as other municipalities within iLembe District. Metrorail is the 
backbone of public transport in KwaDukuza with approximately half (49%) of the population (mainly inland) 
not having access to any formal mode of transportation. 

An integrated transportation plan has been developed by iLembe District Municipality. Poor condition of roads 
due to poor standard of storm-water management and lack of maintenance are some of the municipality’s 
concerns. An important component of the structuring of the future development of the area, focus on locating 
activities in areas of accessibility within the various corridors where higher accessibility exists. 
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3.3 COMPONENT C: Economic Development and Planning 

3.3.1 THE KWADUKUZA SPATIAL DEVELOPMENT ERAMEWORK 

A. SPLUMA STATE OE READINESS BY KWADUKUZA MUNICIPALITY 

In terms of the proclamation notice issued as per the Government Gazette Number 38828 dated 27 May 2015, 
the Spatial Planning and Land Use Management Act, 2013 (Act No. 16 of 2013) came into effect on the July 
2015. The KwaDukuza Municipality Development Planning Section has been preparing on various levels for the 
implementation of the SPLUMA. This was done in order to familiarise officials, developers their agents with the 
new act which has bearing to all applications that will be coming into the system to be considered for approval. 
This has also been done for the implementing agents that deal with Human Settlement Projects. There have been 
aspects related to human resources that have been looked into that will have an impact in the implementation of 
the new Act of which the beefing up of human resources was recommended. In his regard, there has been 
recruitment of relevant personnel that are aimed ast assisting the municipality with the implementation of 
SPLUMA. 

The gazetting of the relevant by-law giving effect to the relevant sections that will allow for development 
applications to be processed has been done and came into effect in August 2015. The bylaws were reviewed and 
the amendments were gazetted and came into effect in March 2016. This means that the Municipality has been 
able to process development applications which were submitted prior to SPLUMA as well as new applications 
submitted using the new SPLUMA legislation and Municipal Bylaw. 

The municipality went through a public nomination process to nominate external members to sit in the various 
Municipal Approval Planning Authorities (i.e. Authorised Official/s, Municipal Planning Tribunal and 
(External) Appeal Authority). The following table reflect the number of personnel that constitute the Municipal 
Planning Approval Authorities 


Table: No of personnel appointed for various Municipal Planning Approval Authorities 


CATEGORY 

NO 


AUTHORISED OEEICIALS (INTERNAL OFFICIALS) 

3 

MUNICIPAL PLANNING TRIBUNAL MEMBERS (INTERNAL) 

12 

MUNICIPAL PLANNING TRIBUNAL MEMBERS (EXTERNAL) 

14 

APPEAL AUTHORITY (‘EXTERNAL’) 

7 


As indicated above, the Municipal Planning Tribunal is comprised of external professionals who are qualified 
and knowledgeable on issues relating to development implementation. Below is a category of external 
professionals nominated to sit in Municipal Planning Tribunal. 


MPT PROFESSIONALS (EXTERNAL) 
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KwaDukuza Municipality as compared to similar sized municipalities is far advanced in the establishing of the 
relevant structures for SPLUMA and is on par with larger municipalities. This is evident by the ‘recognition’ it 
has received from various organisation or government departments wherein the relevant department has been 
requested to share its experiences on the implementation of SPLUMA at different forums. This includes 
presenting at SALGA meetings. Planning Law Forum, etc. and interaction with other municipalities not only in 
KwaZulu Natal but as far as the Eastern Cape Province. 


To date there are number of applications that have been processed using the new act where the Municipal 
Planning Approval Authorities have taken decisions. Below are the statistics relating to approvals taken and 
matters related thereto by the Municipal Planning Tribunal and the Appeal Authority (excluding Authorised 
Officer/s): 


NO. OF 

MEETINGS 

NO. OE 

MEMBERS 

USED 

(EXTERNAL) 

NO. OFNO. OFNO OFNO OFNO OF APPEALS 

MEMBERS APPLICATIONS APPLICATIONS APPLICATION’S PROCESSED 

USED PROCESSED DEFERRED FINALISED (EXECUTIVE 

(INTERNAL) (MUNICIPAL COMMITTEE) 

PLANNING 

TRIBUNAL) 

8 

9 

5 

II 

4 

7 

I 


B. SHARED SERVICE PEREORMANCE 

The Shared Services Programme between KwaDukuza Municipality and Ndwedwe Municipality has been a 
successful programme where the necessary support to have the programme moving had come to fmition since 
2011. To date the shared services programme has augmented the skills gap that is required in order to assist the 
Economic Development and Planning directorates of both local municipalities to achieve what is necessary in 
terms of legislation such as the processing of development applications and the project management of 
legislative requirements such as the Spatial Development Frameworks of both Municipalities. 

To this end, the KwaDukuza Municipality saw fit that the Shared Services Programme be absorbed as per the 
original agreement that was entered into. This was also done in order augment the resources required as per the 
implementation of SPLUMA. The approach, as such, was for the chief and senior planners to continue assisting 
the Ndwedwe Municipality for a period of six months after absorption which is as per the council resolution 
related to absorption. 

The area of focus of the DPSS as alluded above is that of augmenting planning related functions such 
as Forward Planning, Statutory planning (Planning and Development Act - Development 
Applications, SPLUMA Applications), and Spatial Planning. 

In terms of forward Planning, the Shared Services Programme has project managed the following, which are in 
line with the 2011 Lekgotla resolutions: 

• Compensation South Local Area Plan 

• KwaDukuza Municipality aerial survey and base data 

• KwaDukuza Municipality Spatial Development Framework 

• KwaDukuza Municipality Land Audit 

• KwaDukuza Municipality City Development Strategy 

• KwaDukuza Municipality R102 Corridor 

• KwaDukuza Municipality Land Use Management System 

• KwaDukuza Municipality Beach Nodes Plan 

• KwaDukuza Municipality Coastal Management Plan 

C. POLICY FORMULATION 

There are a number of policies that the shared services personnel have been involved in. These include: 

• The KDM Church Site Allocation Policy 

• The KDM Cell Mast and Telecommunications Mast Policy 

• The KDM Land Use Management System 

• The KDM Development Charges Policy 

• The KDM Green Building Policy 

• KwaDukuza Municipality Package of Plans 


KWADUKUZA MUNICIPALITY ANNUAL REPORT • 132 




D. URBAN RENEWAL 

For Urban renewal, the NDPG has been utilised where the director special projects is assisting in the sourcing of 
various funding available. The urban renewal aspect is assisted by the relevant package of plans as to be fully 
formulated by the development planning section. As a synopsis the KwaDukuza Municipality has the following 
package of plans in place and other in the process of being formulated. 

As part of the council resolution taken in 2009 for the KwaDukuza Urban Renewal Programme, it was deemed 
strategic that the natural extension of the KwaDukuza Town Urban Core be extended into the defunct golf 
course so as to form part of the growth of the town. To date, there have been relevant strides taken where the 
municipality is implementing the council decision taken in 2009. At present the development application 
process for the site are being finalised and will be duly considered. 

In essence the urban renewal component of the municipality will have the overall aspects looked into such as: 

• Spatial planning (broad and site specific) 

• Low carbon emissions strategies (Building and institutionalising the partnership with ICLEI) 

• Climate change and mitigation 

• Densification 

• Infrastructure planning 

The soon to be council adopted policies such as the KDM City Development Strategy and the Revised Spatial 
Development Framework will be the determinants that will be driving the urban renewal process going forward. 
As such, the Spatial Development framework has gone through the public participation process for the IDP and 
will now commence the relevant stipulations of SPLMA where the new council will be required to adopt the 
reviewed Spatial Development Framework within six months of the new council being formed. 


E. Building Control 

KwaDukuza Municipality’s construction activity has been constant over the past few years, this despite the 
general decline in economic activity throughout the Country - this is illustrated by the stastistics that are 
reflected in the tables below. 

However, the estimated value of the submissions of plans increased by 24% as compared to the previous 
financial year. This can mainly be attributed to the proposed Ballito Junction Mall Extension, which is valued at 
approximately Rl, 8 billion. During the same period, the municipality’s revenue emanating from building 
submissions increased by 27% to R8,7million as compared to R6,3million that was received the last financial 
year. 

Plan Submission 

The municipality has received a similar number of building plans this financial year, albeit less 16 building 
plans i.e. 932 - this is a slight drop as compared to last financial year (948). 



i Previous Year 

I Current Year 


i 01/07/2014 to 30/06/2015 

1 01/07/2015 to 30/06/2016 

i No. of Plans 

i 948 

i 932 

i Estimated Value 

i 3 451 796 869 

i 2 759 657 200 

i Plan Pees 

1 8 687 569.33 

1 6 498 693.21 
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F. Completions 

In respect to the actual building activity, the municipality issued 301 completion certificates as compared to 401 
issued the last financial year - this is 100 less completion certificates. The drop can also be ascribed to the 
nature of some of the on-going building activities which are more that SOOsqm - which means that they will 
take more than 6 to 12 months to complete. The building activity completed equates to R853 million in terms of 
value (this being less that R66 million) and the area in terms of completions has also dropped from 116055sqm 
last financial year (2014/15) to 105 326 this financial year (2015/16). 



Previous Year 

01/07/2014 to 30/06/2015 

Current Year 

01/07/2015 to 30/06/2016 

No. of Plans 

401 

301 

Estimated Value 

919 116 700 

852 805 006 

Area 

116 055 

105 326 


Estimated Values 


^^^“July14to June 15 
— JulylSto June 16 



G. Plan Approvals 

The municipality has also been consistent in terms of plan approvals in the sense that 849 building plans were 
approved this financial year as compared to 868 building plans. The estimated value of the building plans 
approved almost doubled as compared to last financial year. This can be ascribed to, amongst others, the 
contribution of the construction of the extension of the current Ballito Junction Mall to a regional mall. The 
municipality also increased its revenue collection from Plan Fees in the current year under review to R8,5 
million as compared to R5,4 million which was collected last financial year (2014/15). 


KwaDukuza Municipality 

Previous Year 

01/07/2014 to 30/06/2015 

Current Year 

01/07/2015 to 30/06/2016 

No. of Plans 

868 

849 

Estimated Value 

1 775 708 361 

3 684 637 500 

Plan Pees 

5 437 537.07 

8 468 030.04 
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1.4COMPONENT D: COMMUNITY AND SOCIAL SERVICES 


Expanded Public Works Programme 

In the beginning of 2014/2015 Financial Year, the Department of Public Works allocated an amount of R 1 248 
000 as an EPWP Grant. This grant comes with condition on how it should be spent. The Department of Public 
Works also appointed Naidu Consulting to work with Municipalities in ensuring that they identify and report on 
EPWP programmes. Part of the brief of Naidu Consulting was to ensure that KwaDukuza Municipality develops 
and adopts the EPWP Policy. The goal of KwaDukuza EPWP Policy is to create decent work opportunities and 
ensure that these, are reported on regular basis to the Department of Public Works. 

KwaDukuza Municipality has appointed an EPWP assistant who works under the supervision of the EPWP 
Champion and he is responsible for the coordination of the Expended Public Works Programme, assuring that 
the departments come up with strategies to create decent jobs within the municipality, and assures that reports 
are being submitted as required by the Department of Public Works on MIS (Management Information System). 
The EPWP Assistant recently attended an EPWP workshop where progress was being reported, KwaDukuza 
Municipality has made a substantial improvement. 

KwaDukuza Municipality has set an annual target of creating 1000 work opportunities by 30 June 2015. It must 
be noted that the EPWP Grant can only accommodate 306 work opportunities for a period of 3months for each 
employee, the outstanding 694 employees will be achieved from Housing and Civil Departments EPWP 
projects. These EPWP employees are being sourced through the Ward Councilors, Operation Sukuma Sakhe 
and the Mayor’s Office of KwaDukuza Municipality. It must be noted that the final recruitment and selection is 
done through the Human Resources Department. 


CHALLENGES 

INTERVENTIONS 

Branding: The Department of Public Works wants us 
to buy branded uniforms using the EPWP Grant, We 
are having difficulty with doing this as these EPWP 
employees are working on a temporary basis. We 
believe that buying these uniforms is of less 
importance; our focus is to create more work 
opportunities to improve the quality of life of the 
people of KwaDukuza. 

Reports: We are having difficulty in receiving reports 
from the Infrastructure sector; reports are not being 
submitted to the data capture on a monthly basis. The 
responsible official in this case is the Director: PMU. 

Branding: We have decided that we will buy reflector 
bibs and issue them to the employees and this will be 
less expensive therefore the funds from the Grant will 
be used mostly for creating work opportunities. 

Reports: The EPWP Assistant will be going to EPWP 
sites to collect all the necessary information that is 
required to submit reports on the Management 
Information System (MIS). 

ED: Corporate Governance will liaise with ED: Civil 
to resolve the issue of Infrastructure reports. 

Pew projects are being registered by the municipality 
as part of EPWP, 

KwaDukuza Municipality has invested its EPWP 
Incentive to community based infrastmcture 
maintenance and cleaning programme on various 
wards, this programme has been a resounding success 

No diversification of EPWP programmes within the 
organisation i.e. working for Eire, Working for Water, 
Working for Waste etc. 

KwaDukuza Municipality has identified a number of 
opportunities for EPWP implementation and a 
business plan has been developed 

Lack of understanding of the labour intensive methods 
by our staff and professionals that provide service to 
the municipality. 


Lack of accredited NQP Level 5/6 supervisors or 
training for EPWP which makes impossible for most 
of the contractors to comply with the EPWP 
guidelines. 


Project implemented directly by the National 
Departments without the local municipality 
involvement (e,g. working for coast) and challenges 
around this delivery method on social fibre of our 
communities. 



In the past two financial years, KwaDukuza Municipality has invested its EPWP Incentive to community based 
infrastructure maintenance and cleaning programme on various wards, this programme has been a resounding 
success. The project principles have been based on the electorate mandate of our government of creating decent 
jobs, accelerating service delivery; fighting poverty and enhancing environmental management. These 
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principles have been a key guideline in the implementation of the programme in the last two years. The 
municipality has created 340 work opportunities during 2013/2014 for our local communities through various 
programmes. 

On the 03''* of October 2014, President JG Zuma launched the EPWP Phase III Implementation in 
Keiskammahoek in the Eastern Cape, where he summed up this phase as follows: 

‘’The EPWP Phase 3 will eontinue to benefit the poor, unemployed and vulnerable seetors of eommunity 
whieh ineludes youth, women and people with disabilities. This programme will be taken to all earners of our 
eountry. We are determined to reaeh as many people as possible and to aehieve the goal of six million work 
opportunities.” 

Therefore, it is very clear that a directive was given to all South Africans in particular organs of the states to 
accelerate the implementation of EPWP and to reach a goal of 6 million work opportunities. The EPWP 
continues to be a cushion against the impact of rampant unemployment and poverty through work opportunities. 

KwaDukuza Municipality has an obligation to accelerate the implementation of the EPWP Phase III. This 
acceleration cannot happen without the involvement and support of the provincial and national government. 
The support required from the other spheres of government is provision of financial resources towards the 
implementation of Phase III. This could be in the form of special grant towards this programme. The identified 
areas of focus on the EPWP are as follows: 

- Cleaning and unblocking storm water infrastructure, 

- Clearing and removal of illegal dumping, 

- Plot clearance, 

- Maintenance of selected community facilities, 

- Cleaning and removal of the dirt in the water streams, 

- Clearing dirt of community pathways, pavements and causeway, 

- Removing alien vegetables, 

- Planting of Trees, 

- Identifying and reporting all water leaks and illegal electricity connections to the relevant authorities, 

- Gravel road edges maintenance. 


KwaDukuza Municipality has also filled the position of the EPWP Data Capturer during 2014/2015 financial 
year. There has been steady improvement on reporting by the municipality on its EPWP implementation. It shall 
be noted, that all housing contracts and other infrastmctural projects are using EPWP principles as part of their 
service delivery method. 


EPWP PHASE III IMPLEMENTATION 

KwaDukuza Municipality has identified a number of opportunities for EPWP implementation and a business 
plan has been developed. Some of the opportunities that have been identified by the municipality are as follows: 

• Cleaning of Estuaries, 

• Maintenance of community facilities (e.g. halls and sports field) including caretakers, 

• Eight against illegal dumping and grown vacant plots, 

• Building of wooden bridges and causeways, 

• Eood for Waste, 

• Working for Coast, 

• Working for Water, 

• Home-based care and ECD teachers’ development. 

It shall be noted, that there is a working for coast project, implemented by the National Department of 
Environment Affairs which we do not have control on its implementation as the local municipalities . 

A business plan has been submitted to COGTA for the consideration of roll-out of the 600 work opportunities 
programme during 2015/2016. This will be an additional work opportunities for the municipality. 
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YOUTH DEVELOPMENT 


During this financial year the municipality implemented a number of youth development initiatives and 
programmes as part of addressing challenges facing young people within Kwadukuza. 

Financial year - youth development initiated programs: 

Bursary fund which aimed at assisting the needy, underprivileged and most deserving young people with 
financial assistance towards registration and admissions fees. 83 young people from Kwadukuza were offered 
such assistance in their field of study. 

Back to school campaign - is one of the projects that makes significant impact on challenges facing youth and 
vulnerable children. The Programme give full uniform to needy learners’ targeted 75 male learners and 75 
female learners. The campaign also caters for a “adopt a poor performing school programme” Shekembula 
Secondary School was identified as one of the poor perfomed school , grade 12 learners were given study aids 
(pocket dictionary and scientific calculator) 

Career guidance programmes - aim to disseminate information on available bursaries, careers and assist with 
CAO applications for grade 12 learners. To give information and services on Youth Programs that are available 
in different Government Departments and also to motivate young people to make use of the Local Youth Office 
to access these services 

The job preparedness for out-of-school youth with grade 12 and undergraduates- The aim is to equip them 
with relevant skills that are required when they want to look for job opportunities. 

KDM hosted- Kwadukuza Youth service delivery debate in partnership with Livity Africa NPO that took place 
on the 5th of April 2016 at Kwadukuza town Hall aimed at providing youth with a fresh perspective on 
Challenges, provoke lively debate and uncover uniquely deeper youth insights for more ground breaking ideas 
from pool of youth talent. It also aimed at reaching masses ok Kwadukuza of young people across the length 
and breadth of the region ahead of the country’s local government elections between the months of April and 
August 2016. 

Youth IDP workshop - Kwadukuza youth capacitated, kept abreast with IDP related matters and offered a 
platform to contribute towards their development. 

NYDA entrepreneurship development programme training - The aim of the training is to equip young 
entrepreneurs with relevant skills that will assist them to sustain their businesses in future and also to share with 
them the procedure to follow when they need to apply for NYDA funding. 

Youth month celebration festival - June is celebrated as Youth Month in South Africa, with a specific focus on 
16 June, which is also known as Youth Day. Youth Month pays tribute to the school pupils who lost their lives 
during the 16 June 1976 uprising in Soweto. 

This year marked 40th anniversary of the Soweto uprisings. The theme for Youth Month was: “Youth Moving 
South Africa Forward” 

GENDER & DIASBILITY 

The gender desk office is fairly new office within the municipality and does not have dedicated budget and 
integrated municipality’s programme of action for the development of disabled people. There is not yet a forum 
formed for disabled people. However in December 2013, the municipality had an event where it commemorated 
a day of disabled people. A database of people living with disabilities was compiled and will assist in interacting 
with and developing streamlined programmes for them. Parents with autistic children are also encouraged to 
contact the municipality in order to include them in the integrated gender desk programmes, which shall be 
comprehensively developed in the 2014/2015 financial year. In the in-coming financial year, the gender desk 
office aims to strengthen gender ward based committees and capacitate them well enough in order for them to 
be able to engage with such groups. One critical challenge is the fact that the municipality’s offices are not 
easily accessible to the disabled people. 
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SENIOR CITIZENS and WOMEN EMPOWERMENT 

Senior citizens have been one of the neglected sectors in terms of targeted programmes in all spheres of 
governance other than old age grants. The programme targeting senior citizens has recently been introduced at 
Provincial and District levels. 

With limited budget the municipality now hosts a formal event in celebration of the senior citizens. The event is 
to celebrate the lives of the senior citizens and affirm their value in the society. The municipality has launched 
senior citizens’ forums in some of the wards. The municipality interacts with these structures as part of its 
public participation programme. 

Women Forums are still to be formed within wards where women will be empowered with skills to help them 
help themselves holistically. A Phila Mama Programme will have to launched where mothers will be equipped 
with skills that will assist them raise their children in a proper way 

HIV/AIDS 

The District AIDS Council (DAC) is the co-ordination structure that addresses HIV/AIDS related matters. The 
DAC ensures that Local AIDS Council (LAC) of KwaDukuza is fully functional in Ward AIDS Committees 
(WACs) is functional in all 27 Wards. The HIV/AIDS Councils report quarterly to the Province about progress 
on HIV/AIDS prevalence in the District. The District Plan of the District AIDS Council has been developed to 
tackle poverty, HIV/AIDS, STI, TB and social ills in the District. People Living with HIV forum has been 
launched in the municipality then the District structure to ensure that PLWHA participate fully on HIV/AIDS 
Programs. 

Number of infections and AIDS related death in KwaDukuza. 


Identified Issues 

Statistics in KwaDukuza Municipality 

HIV/AIDS 

Population 

172 915 

HIV Positive 

26 890 

Aids Deaths 

2 027 


FIGURE I - NUMBER OE INFECTIONS AND AIDS RELATED DEATHS 


ILembe Intelligence and Economic Indicator Report QI 2013 
CRIME 

Types of Crime in KwaDukuza 


Types of crime 

Statistics in KwaDukuza Municipality 

Crime 

Property related crimes 

2000 

Contact related crimes 

14500 

Contact crimes 

12000 




TYPES OF CRIMES IN KWADUKUZA 


Total Crime (SAPS, 2012) 

The table above shows that KwaDukuza has experienced increases in violent robberies and attempted murder 
over past years. KwaDukuza has also recorded a rise in sex crimes. 
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Chapter 4: Organisational Development Performance 

4.1 Institutional Transformation and Development 

Overall performance of Human Resource Services 

The national government has in 2012 unanimously adopted a long term strategic plan which is aimed at 
addressing triple challenges facing South Africa namely unemployment, poverty and inequality. The plan in 
question is called the NATIONAL DEVELOPMENT PLAN and one of the key imperatives of the plan is 
building the capable and developmental state through which municipal transformation and organizational 
development finds expression. Furthermore, the KZN government through cabinet has also aligned the KZN 
Strategic Development Plan to the NDP also emphasizing among other areas issues of human capital 
development. 

It is therefore against this backdrop that KDM as well in taking stock of its milestones achieved and setbacks 
encountered on municipal transformation and organizational development during a given financial year under 
review, a reflection on the alignment of national and provincial strategic policies and plans also has to be made. 
Corporate Services is a directorate that chiefly champions the municipal transformation and institutional 
development through structured initiatives and avenues that are facilitated for the respective user directorates to 
seize. 

Corporate Services is made up of three key units namely: ICT, HR and Administration/council/property 
management. Each unit is headed by a Director with an exception of ICT which is headed by a Senior 
Manager. At the beginning of 20II/I2 financial year the CS directorate was managed by the acting Executive 
Director whose acting seized at the time of council’s appointment of the Executive Director on 01 October 
2011 . 

Corporate services directorate remains a strategic support directorate that renders the transversal services to the 
entire institution on areas of ICT, HR Administration and Administration/council/property management. In 
rendering its strategic support Corporate Services is mainly guided by its 10-year plan which is founded on 6 
key thrusts and approved by council in 201 1 during the KDM Lekgotla. 

ACHIEVEMENTS AND CHALLENGES EOR CORPORATE SERVICES DIRECTORATE 

Despite achievements being made by CS but also there were some performance challenges which were 
identified as follows together with the suggested interventions. 


CHALLENGE 

INTERVENTION/S 

The non- filling of posts targeting the disabled 

The target shall be removed in 2016-17 financial year 
while developing the database system of the disabled 
with their qualifications . 

The slow processing of EEDBS applications by 
human settlements due to resignation of the senior 
official 

The department appointed the senior official to 
expedite approvals of EEDBS applications as from 
2016-17 financial year 


Table 35: Challenges and Corrective Actions 


Performance Management Systems. 

A municipality is expected to develop a framework for undertaking performance measurements. It is essentially 
the process of analysing data provided by the monitoring system in order to assess performance. A municipality 
has the choice of using any of the existing models or developing its own performance measurement model. 
Good measurement is time-specific, source specific, valid, reliable, clear and accurate. It is highly recommended 
that line managers should be responsible for most measurements and that only measurements that are of a 
central nature need be undertaken centrally. Line managers should therefore see measurement and reporting as 
central to their management duties 

Performance measurement will include the measurement of: 

• Costs, resources and time used to produce outputs in accordance with the input indicators. (Economy 
indicators) 

• The extent to which the municipality’s activities or processes produced outputs in accordance with the 
output indicators. (Efficiency indicators) 

• The total improvement brought by outputs in accordance with outcome indicators. (Effectiveness 
indicators) 

The above-mentioned monitoring, measurement and review of performance management within the KDM is 
linked to different internal levels in the municipality. 

These levels can broadly be categorised as follows: 

• The Municipality or the Organisational level. 

• The Executive level or Section 56/57 level. 
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• The human resources level or the staff members not directly linked to performance contracts or cash 


bonuses. 

The table below provides an outlay of these levels, proposed measurement tools, frequency of assessment, 
internal audit requirements and reward systems to assess and award performance on these levels. 



Municipality Level 

Contract Staff 

Non-Contract staff 

Municipal Manager 

Executive Directors 

Directors 

Senior Managers 

Managers 

Type of review 

Strategic scorecards 
Departmental scorecards 

Performance 

Contracts 

Performance Plans 

Measurement 

Staff satisfaction survey 
Customer satisfaction 

survey 

Performance 

contract 

Performance Plans 

Frequeney of 
assessment 

Annually 

Bi-annually/ 

Quarterly 

Quarterly 

Responsibility 

for 

assessment! 

Review 

Mayoral Committee/ 

Council/Portfolio 

Committee 

Executive 

Mayor/Municipal Manager 

Directors 

Senior Managers/Managers 

Reward system 

Not applicable 

Bonus as per performance 
contract 

Non-cash awards 

Internal 

Auditing 

Yes 

Yes 

No 

Status of 

eurrent 

assessment 

Currently implemented 

Currently implemented 

Planned for implementation in 15/16 FY, 
and thereafter in phases until 2017 


There is no legal requirement that a municipality should have a PMS for its employees. Performance 
Management in Chapter 6 of the Systems Act refers to the management of performance of the municipality as 
an organisation. However, this policy framework sets out options of measuring the KDM as an organisation on a 
corporate level, assessment and reviews of personnel on contracts (section 57 appointees) and makes reference 
to other (non-contractual) KDM staff members in order to cascade PMS to all other levels of the organisation. 
The KDM adopted a Scorecard approach to monitor both the performance of employees and the organisation. 
The Scorecard is based on the prescribed Key Performance Areas by the Department of Local Government, 
Good Governance and Public Participation; Local Economic Development; Institutional Transformation and 
Development, Financial Management and Viability and Basic Service Delivery and Infrastructure Development. 

Although the Municipality is currently using a Scorecard approach in line with a Logical Framework as 
determined by National Treasury, the intention is to move towards a Balanced Scorecard (developed by Kaplan 
& Norton) which is a conceptual framework for translating an organisation’s (or municipality’s) strategic 
objectives into a set of performance indicators distributed among four perspectives, namely. Financial, 
Customer, Internal Business Processes, and Learning and Growth perspective. 

The Balanced Scorecard concept assists an organisation to monitor both its current performance (finance, 
customer satisfaction, and business process results) and its efforts to improve processes, motivate and educate 
employees, and enhance information systems and its ability to learn and improve. 

PERFORMANCE MONITORING & REVIEWS 


In order to fulfil the objective of ensuring accountability, reviews are conducted according to certain lines of 
accountability 


RESPONSIBILITY 

FREQUENCY 

NATURE OF REVIEW 

Supervisors 

Monthly 

Review performance of individual or groups of 
employees reporting directly to them, 
depending on the type of employee PMS that is 
adopted 

Line/ Functional 

Managers 

Monthly 

Review performance of their respective areas 
regularly (monthly). The reviews should at 
least cover all the organisational priorities 
respective to these functions. 

Standing/ Portfolio 
Committees 

Monthly 

Manage performance of functions respective to 
their portfolios. They should at least review 
performance of organisational priorities that lie 
within their portfolio monthly, while 
maintaining a strategic role. 

Admin Officers 

Weekly/Monthly/Q uarterly 

The Admin Officers in each section has a 
responsibility of managing indicator 

information files as per the municipality’s 
monitoring system. They are also responsible 
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for collating this information in preparation for 
submission of performance reports to 
departmental heads by line managers. This 
responsibility is carried out on a weekly basis 

Executive Management 
(Municipal Manager and 
his Management 

Team) 

Monthly/ Quarterly 

Review performance of the municipality 
monthly, prior to and more often than the 
Mayoral Committee: 

• Review performance more often, in order to 
intervene promptly on operational matters 
where poor performance or the risks thereof 
occur. 

• Review performance before reporting to 
politicians so that they can prepare, control the 
quality of performance reports submitted and 
ensure that adequate response strategies are 
proposed in cases of poor performance. 

• Review performance prior to being conducted 
by standing, portfolio or committees. 

Executive Committee 

Quarterly 

Review performance of the administration, and 
should remain strategic. It is proposed that 
reviews take place on a quarterly basis with the 
regular final quarterly review taking the form 
of an annual review. The content of the review 
should be confined to agreed and confirmed 
priority areas and objectives only. The 
Municipal Manager should remain accountable 
for reporting on performance at this level. 

Council 

Quarterly/ Annually 

Review performance of the Municipal Council, 
its committees and the administration on an 
annual basis, in the form of a tabled annual 
report at the end of the financial year 

Public 

Annually 

Review performance of the Municipality and 
public representatives (Councillors) in the 
period between elections. It is required by 
legislation that the public is involved in 
reviewing municipal performance at least 
annually. 


PERFORMANCE REPORTING: 

There are various types of reports that must be generated and disseminated to all the relevant stakeholders: 

•Monthly reports, 

•Quarterly reports, 

•Mid-year assessment report also known as section 72 reports, and 

•Annual reports which are key reporting instruments for municipalities to report against performance targets and 
budgets outlined in IDP. 

Annual Reports contain information of service delivery, performance and how the budget was implemented. 
The oversight report is the final major step in the annual reporting process of a municipality. It is essential that 
all these reports are made accessible to everybody through publication in the municipal website in order to 
ensure transparency and access to information. 

In order to ensure accountability and credibility, the quarterly reports are audited internally by the Internal Audit 
unit, the Performance Audit Committee and annually by the Auditor-General. The Performance Audit 
Committee must then table audited performance reports to Council bi-annually. 

PERFORMANCE AUDITING 

In order for the performance management system to enjoy credibility and legitimacy from the public and other 
stakeholders, performance reports, must be audited. Audits should ensure that reported performance information 
is accurate, valid and reliable. 


In terms of the provisions of the Municipal Systems Act and the Performance Regulations of 2001, the annual 
performance report must be audited internally, and before being tabled and made public, the annual performance 
report will also be audited by the Auditor-General. It is therefore important to allow sufficient time between 
completion of annual reports and the tabling of the annual report for auditing. 
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After being reviewed by the council, the annual report must then be submitted to the Auditor-General before 31 
August of every year, for auditing and be submitted to the MEC for local government in the province for the 
MEC to complete an annual report of performance of all municipalities in the province, identifying poor 
performing municipalities and proposing remedial action and submit the provincial report to the national 
minister. The national minister will then present a consolidated report to parliament. 

Internal Auditing of Performance Measurements: 

The Internal Audit Unit of the KwaDukuza Municipality 

In terms of Regulation 14 of the Planning and Performance Regulations of 2001, every municipality must 
develop and implement mechanisms, systems and processes for auditing the results of performance 
measurements as part of its internal auditing processes. The functions of the internal audit unit include the 
assessment of the following: 

(i) The functionality of the municipality’s performance management system; 

(ii) Whether the municipality’s performance management system complies with the provisions 
of the Municipal Systems Act; and 

(iii) The extent to which the municipality’s performance measurements are reliable in 
measuring performance of municipalities on its own indicators and the national indicators 


The Regulations further provides that the municipality’s internal auditors must: 

(i) On a continuous basis, audit the performance measurements of the municipality; and 

(ii) Submit quarterly reports on their audits to the municipal manager and the performance 
audit committee. 

The KwaDukuza Municipality has complied with the Regulations by establishing an Internal Audit Unit. The 
Internal Audit Unit will be responsible for the assessment of the functionality of the system, whether the 
municipality’s PMS complies with the provisions of the acts, and to validate whether the municipality’s 
measurement (Indicators) both the municipalities and National government’s are reliable. The Municipal 
Manager and the Mayor will place reliance on the performance audit risk assessments and audit reports to make 
informed decisions and motivate for any reviews and improvements to the municipal council and communities. 

II. The Performance Audit Committee 

Regulation 14 of the Planning and Performance Regulations stipulates the provisions that guide the 
establishment of the Performance Audit Committee and outline the functions and powers entrusted to the 
committee as the following: 

a. review the quarterly reports submitted to it by the Internal Auditors; 

b. review the municipality’s performance management system and in doing so, focus on economy, 
efficiency, effectiveness and impact in so far as the key performance indicators and performance 
targets set by the KwaDukuza Municipality in its organizational scorecard are concerned; 

c. make recommendations in this regard to the municipal council; and 

d. at least twice during a financial year submit an audit report to the municipal council; 

e. communicate directly with the council, municipal manager or the internal and external auditors of the 
municipality; 

f. access any municipal records containing information that is needed to perform its duties or exercise its 
powers; 

g. request any relevant person to attend any of its meetings, and if necessary to provide information 
requested by the committee; and 

h. Investigate any matter it deems necessary in the performance of its duties and the exercise of its 
powers. 


The KwaDukuza Municipality appointed the Performance Audit Committee. The municipality provides an 
annual budget for the running of this committee and also provides the relevant secretarial capacity for the 
committee. 
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Human Resource Profile 
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Information and Communication Technology 

During the year under review, the ICT section has undertaken the following initiatives in order to enhance the 
use of information and communication technology in the municipality: 

• Implementation of the IT Governance Framework 

• Network maintenance Contract awarded 

• Contract for Disaster Recovery and Business Continuity Plan has been awarded and completed 

• Equipment for Libraries and Youth Centre Allocated 

• Tender for IT Equipment has been awarded and valid until January 2014. 

• New IP Telephone System Contract has been awarded 

• Call Centre being implemented 

• SMS Tool for Communities implemented 

• Received a Municipal Systems Infrastructure Grant for connectivity to wards 

• Microsoft Software audit concluded and enterprise agreement concluded 

• UPS installed for Datacentre 

• Laptops and 3G cards allocated to all Councillors 

• All ICT Staff have been permanently appointed 

• Auditor General Audit into IT concluded. 

• Upgrade of Data Lines in Progress 

• Records department are currently uploading files electronically 

• Partnership with KZN Treasury in respective of IT governance 
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4.2 COMPONENT A: Municipal Personnel Workforce 

Employee totals/ Staffing Information 

Although the municipality seems to have a high number of vacancies, it should be noted that most of the vacant 
positions are occupied by staff members employed on a temporary basis leading to a payroll of about 991. 
However in a Senior Management Level (Section 56 Managers), there are still two positions that are not filled in 
yet, those of Executive Directors: Electrical Engineering and Civil Engineering. These are prioritised positions 
by Council and are to be filled in 2016/2017 financial year. 

Measures to improve and lower vacancy rate have been employed by prioritising the recruitment and selection 
section by appointing one additional Personnel Officer to make two as well as a Records Clerks ensuring 
management of information. The KDM recruitment and selection policy encourages internal staff mobility, 
meaning that whenever these vacancies are filled internal staff members are encouraged to apply and get 
appointed where deemed appropriate 


STAFF COMPLEMENT 

ACTUAL 

VACANCIES 

TEMPORARY 

STAFF 

1106 Employees 

960 

156 

62 

Section 56 Managers 

8 

1 

0 

FUNCTION 

NUMBER OF STAFF 

NUMBER OF VACANCIES 

Municipal Manager 

12 

2 

Corporate Governance 

19 

10 

Corporate Services 

44 

5 

Finance 

69 

11 

EDP 

125 

11 

Technical Services 

212 

40 

Municipal Services 

437 

44 

Total 

960 

118 

Table 37: Total Approved Posts on the Organogram 


Staff turnover 

This refers to the total number of terminations registered by KDM as a result of resignation, retirement, death, 
medical boarding, abscondment and dismissal. In total, there were 66 staff turnovers recorded for the year under 
review. 

Vacancy rate per post level, functional level 

The vacancy rate refers to the overall KDM vacancies as at 30 June 2016. The municipality is currently having a 
10% vacancy rate. However, budget has been made available in the New Year to fill in the vacant positions in 
terms of the Council approved organogram and budget. 
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43 COMPONENT B: Managing the Municipal workforce expenditure 

HR Policies and Plans 

Council approved the following policies during the period 2011/16: 

• KDM Staff Remuneration Policy 

• Human Resource Development Strategy 

• Priority Skills Strategy 

• Leave Management Strategy 

• Succession Planning 

• Supervisor Development Strategy 

• Recruitment and Selection Policy 

• Staff Conditions of Service 


Injuries 

Human Resource Management and Development service is responsible for the reporting and administration of 
injuries on duty for permanent staff members. This involves the administrative process to report the injury that 
occurred after it has been reported by the employee or the head of department, the arranging of medical 
examination, arranging of follow-up visits for treatment and/or evaluation. The submission of accounts to the 
Compnsation Commissioner is also done. For the year 2015/2016, there were 45 injuries on duty that were 
reported to the compensation commissioner. It be noted that the injuries reported have increased and the reason 
being that employees have become aware of the fact that minor injuries should also be reported. 


KWADUKUZA MUNICIPALITY ANNUAL REPORT • 195 



DISCIPLINARY ACTION 2015/2016 
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4.4 COMPONENT 3: Capacitating Municipal Workforce 

The KwaDukuza Municipality is committed to the structured and systematic training and development of all its 
employees on an on-going basis to enable them to perform their duties effectively and efficiently. Training and 
skills development programmes are also provided to enable employees to acquire the skills, knowledge and 
other attributes and develop their potential to meet the municipality’s future human resource needs. A number of 
236 beneficiaries, inclusive of councillors, permanently appointed employees and interns were trained in skills 
development interventions in accordance with the identified skills gaps and skills priorities namely. The 
municipality also awarded 63 bursaries to internal staff members at a cost of R611 717. 

Occupational Levels (gender) 


Occupational Category 

Males 

Females 

Total 

Legislators 

18 

15 

33 

Directors and Corporate 
Managers 

21 

6 

27 

Professionals 

17 

4 

21 

Technicians and Trade 
workers 

9 

6 

15 

Community and 

Personal service workers 

65 

20 

84 

Clerical and 

Administrative workers 

11 

12 

23 

Machine Operators and 
Drivers 

6 


6 

Labourers 

3 

2 

5 

TOTAL 

150 

65 

215 

Table 39: Training beneficiaries per occupational category 


Bursaries awarded to internal staff 


Field of Study 

Number of awardees 

Rand Value 

ADVANCE DIPLOMA IN 

ACCOUNTING SCIENCE 

1 

R4 125,00 

B ADMIN.HONOURS PUBLIC 

ADMINISTRATION 

1 

R 19 710,00 

B TECH ENGINEERING 

1 

R 9 140,00 

BA DEGREE IN DISASTER 

&SAEETY MNGMNT 

1 

R 12 200,00 

BA HONOURS ENVIROMENTAL 
MNGMNT 

1 

R 10 500,00 

BACHELOR OE PUBLIC 

ADMINISTRATION 

2 

R 52 950,00 

BCOMPT ;MANAGEMENT 

1 

R 5 580,00 

BCOMPT. DEGREE 

1 

R 4 080 ,00 

BCOMPT;MANAGEMENT 

ACCOUNTING 

1 

R 6 940,00 

BCOMPT;TRANSPORT &LOGISTICS 

1 

R 5 850,00 

BTECH ;CIVIL ENGINEERING 

3 

R 24 900,00 

BTECH HUMAN RESOURCES 

MANAGEMENT 

1 

R 13 380,00 

BTECH PUBLIC MANAGEMENT 

3 

R 35 695,00 

LLM 

1 

R 3 730,00 

MA TOWN c&REGIONAL PLANNING 

1 

R 27 500,00 

MASTER OE COMMERCE 

2 

R42 170,00 

MASTERS IN PUBLIC 

ADMINISTRATION 

2 

R 35 380,00 

MBA 

2 

R 26 950,00 

N2 ELECTRICAL ENGINEERING 

2 

R 19 200,00 

N3 MECHANICAL ENGINEERING 

1 

R 9 600,00 

N4 PUBLIC MANAGEMENT 

14 

R 44 500,00 

N5 PUBLIC MANAGEMENT 

3 

R 9 825 ,00 

N6 PUBLIC MANAGEMENT 

5 

R 15 700,00 

ND ROAD TRAEEIC & MUNICIPAL 
POLICE MNGMNT 

3 

R 20 150,00 


KWADUKUZA MUNICIPALITY ANNUAL REPORT • 197 


ND: CIS 

I 

R 4 220 ,00 

ND; PUBLIC RELATIONS 

2 

R 22 250,00 

ND; TRANSPORT &. LOGISTICS 

I 

R 4 060 ,00 

NDiACCOUNTING 

I 

R II 825,00 

NDiFLEET MANAGEMENT 

2 

R 28 600,00 

NDiMANAGEMENT 

I 

R 6 845 ,00 

NDiORNAMENTAL 

HORTICULTURE 

I 

R 6 400,00 

ND;PUBLIC MANAGEMENT &. 
ADMINISTRATION 

I 

R 9 730,00 

NDiSPORTS MANAGEMENT 

I 

R 5 470,00 

POST GRAD. DIPLOMA IN 

INTERNAL AUDITING 

I 

R 1 1 100,00 

POST GRADUATE DIPLOMA IN 
LED 

I 

R 23 500,00 

POST GRADUATE DIPLOMA IN 
MANAGEMENT 

I 

R 17 000,00 

POST. GRAD .IN APPLIED 

ACCOUNTING SCIENCE 

I 

R 18 500,00 

PROGRAMME IN PROJECT 

MANAGEMENT 

I 

R 10 200,00 

Table 40: Bursaries awarded 


Internship programme 


Area of Focus 

Number of Interns 

Finance 

6 

Internal Audit 

4 

Legal 

2 

HR 

1 

Table 41: Internship Programme 


Budget allocation to skills development 

The amount of budget allocated to Skills Development was R 2 124 402, 18 during the year under review. There 
was 100% expenditure on the allocated budget. 
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MFMA Competency Training for Senior Managers 


Name of 

Official 

A 

B 

c 

D 

E 

E 

Total Number 
of Employees 
employed by the 
Municipality: 
Regulation 
14(4)(a)(c) 

Total of 

officials 

employed by 

the municipal 

entity 

Regulation 

14(a)(c) 

Consolidated 
total of A and 

B 

Consolidated 

competency 

assessments 

completed for 

A and B: 

Regulation 

14(4)(b)(d) 

Consolidated 
Total number of 
officials whose 
performance 
agreements 
comply with 

Regulation 16: 
Regulation 
14(4)(f) 

Consolidated 

Total number of 
officials that meet 
the prescribed 

competency 
levels: Regulation 
14(4)(e) 

FINANCIAL OFFICIALS 

Accounting 

Officer 

1 


1 

1 


1 

Chief 

Financial 

Officer 

1 


1 

1 


1 

Executive 

Directors 

6 


6 

6 


6 

Directors 

14 


14 

14 


9 

Senior 

Managers 

8 


8 

5 


5 

Middle 

Managers 

13 


13 

7 


7 

SUPPLY CHAIN MANAGEMENT OEEICIALS 

Head of 

SCM 

1 


1 

1 


1 

SCM 

Managers 

1 


1 

1 


1 

Any other 

financial 

officials 

8 


8 

8 


7 

TOTAL 

53 


53 

44 


38 

Table 42: Minimum competency levels for senior managers 
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Chapter 5: Financial Performance 

Component A: Statement of Financial Performance 

KwaDukuza Municipality’s (KDM) operating revenues grew by 9.06% from R1 220 202 381 (restated) in 2015 
to R1 330 715 924 in 2016. The restated revenue in the 2015 financial year decreased by R23 718 551 

54. A major attribute to the decrease is due to prior year adjustments stemming from the increase in rates 
revenue which arose from the valuation appeals as well as the reallocation of Free Basic Services from General 
Expenses to Service Charges. 

Own revenue (84.03%) is slightly below the norm of 85% range of total revenue. This indicates that the Council 
is dependent on grant funding. 

Assessment rates realised an increase of 14.16% (2015: 7.80% restated), refuse income increased by 4.60% 
(2015: 15.15%) and electricity revenue increased by 14.55% (2015: 7.54%). The increase in the percentage 
year-on-year electricity revenue can be attributable to a combination of higher electricity tariff increases 
compared to the previous year and rigorous energy losses procedures put in place. Further, the Free Basic 
Services have been accounted for against the revenue. It should also be noted that ESKOM bulk tariff increase 
for 2015/2016 was 11.15% growth in bulk electricity costs. 

Expenditure - overall increase of 12.06% was realised compared to prior financial year (10.30%). The following 
key categories contributed to the increase: 

• Employee costs - Attributable to a combination of the salary increases year on year and the filling of 
vacancies during this financial year. This is seen in an increase in employee cost from the previous year 
by 12.49%. 

• Repairs & Maintenance - an increase from 2015 to 2016 of 17.96%. We are striving to improve on the 
maintenance of our infrastructure. More expenditure will be incurred on repairs &. maintenance in line 
with the recommendations of National Treasury. 

• Contracted services - an increase in expenditure by 18.33%. Increases are directly attributable to 
annual price increases by various service providers. 

• Bulk Purchases - an increase in expenditure by 14.21% in 2016 as compared to a 7.44% increase in the 
2014/2015 financial year. 


Component B: Spending against Capital Budget 

The capital budget is committed largely to new infrastructure projects and the renewal of existing capital assets. 
KDM had an approved Capital Budget of R359 370 373. The total spending for the year amounted to R313 851 
966 which represents 87.33% of the total approved adjusted capital budget. The underspending on the capital 
budget is attributable to challenges that were experienced in the execution phase of capital projects. 

Component C: Cash flow management and investment 

The cash and cash equivalents of the municipality as at 30 June 2016 amounts to R452 173 094. This represents 
a decline of 16.32% as compared to the previous financial year. 

The decrease in cash and cash equivalents are due to the significant increase in capital payments for the 
2015/2016 financial year. 

The interest earned on investments in the 2015/2016 financial year amounted to a 0.27% decrease from 2015. 
Total investments for the 2015/2016 financial year amounted to R382 529 971.40 

There was a net decrease in cash and cash equivalents of R88 217 882. 

Finance costs had increased by 25.35% in the 2015/2016 financial year. This increase was as a result of the 
DBS A drawdown of R44 599 318. 

The purchase of PPE resulted in an outflow of R359 370 373 in 2016 amounting to an 87.33% capital spend. 

The following ratios confirm the liquidity of our municipality: 

Current ratio is at 2.18:1 as compared to the previous year of 2.58:1 
The acid test ratio is at 2.16: 1 as compared to the previous year 2.56: 1 
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It should be noted that the ratios are above norm however there is a marginal decrease in the liquidity ratios 
which could pose to be a potential financial problem in the near future. 

Council would have to significantly curtail its capital budget over the 2016/2017 MTREF in order to remain 
financially viable. 

Component D: Other Financial Matters 

KwaDukuza Municipality has ensured that it improves its financial management through the implementation of 
relevant internal controls and adhering to legislation. 

Financial reporting - finance reports are presented to the Finance Portfolio Committee on a monthly basis. All 
statutory returns have been submitted to National Treasury on a monthly, quarterly, bi-annually and annually 
basis. S71, S52 (d) & S72 reports are compiled and submitted to National Treasury. 

We will continue to improve on our internal controls in order to ensure that we achieve our goal of obtaining a 
clean audit opinion in the next financial year. 
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KwaDukuza Municipality 


REPORT OF THE AUDIT AND PERFORMANCE AUDIT COMMITTEE FOR 

YEAR ENDED 30 JUNE 2016 


The Audit and Performance Committee is pleased to present below its report for the year ended 30 
June 2016. 


Audit and Performance Audit Committee mandate 

The KwaDukuza Municipality has established an Audit Committee (AUDCOM) and a Performance 
Audit Committee (PAC) in accordance with section 166 of the Municipal Finance Management Act, 
Act no 56 of 2003 (MFMA) and section 14(2)(c) of the Local Government Municipal Planning and 
Performance Regulations, 2001 (Regulations). Consideration has also been given to Circular No. 65 
issued by the National Treasury in November 2012 as well as the recommendations contained in the 
King Report on Governance for South Africa 2009 (King III). 


Role of the Audit Committees 

The role of the AUDCOM is to assist the KwaDukuza Municipality and officials in achieving their 
strategic goals and objectives, by helping to maintain effective internal controls, effective risk 
management, accurate financial reporting and corporate governance principles, compliance with 
applicable legal and regulatory requirements, and other such duties as may be directed by the 
Council and the Accounting Officer. 

The AUDCOM does not assume the functions of management which remain the responsibility of the 
Accounting Officer, Council and the delegated officials. 


Audit Committee members and attendance 

Audit Committee members serve on both the Audit and Performance Audit Committees. The 
Committees, consisting of the 6 independent, external members listed below, are required to meet at 
least 6 times per annum, although additional meetings may be called as the need arises. In the year 
under review 1 1 meetings were held and the meeting attendance was as follows: 


Members Qualifications Meetings attended 


Mrs W Oelofse 

(Chair - Audit) 

CA (SA) 

No. 

11/11 

% 

100 

Mr Z Zulu 

(Chair - Perform) 

MBA 

10/11 

91 

Mr D Bosch 


BComptUNISA 

10/11 

91 

Mr B Mdletshe 


Nat Dipl Acc, SAIPA, MBA, AIMFO 

8/11 

73 

Mr P Mntambo 


B Compt, Project Mgmt,GIMFO 

8/11 

73 

Mr G Oldman 


CA (SA), AIMFO 

11/11 

100 


KWADUKUZA MUNICIPALITY ANNUAL REPORT • 202 



Audit Committee Responsibiiity 

In the conduct of its duties, the AUDCOM has performed the following statutory duties: 

1. Review internai financiai controis and internai audits 

The Internal Audit Department (lAD) was functional for the twelve months under review. 

However, the continued lack of capacity in the department and the inability of the lAD to complete 
the approved Audit Plan and cover all significant risk areas in the municipality within the financial 
year, were again raised as major concerns on a number of occasions. Insufficient capacity in lAD 
impacted on our assessment of the control environment and limited the number of control and 
compliance reviews and assessments that could be completed. This in turn restricted the 
AUDCOM’s ability to fulfil its responsibilities. The AUDCOM provided guidance to Internal Audit as 
regards the prioritisation of planned work, giving priority to Compliance, Governance & Risk areas. 
Performance Management, Auditor-General Action Plan and SCM. The AUDCOM is pleased to 
note that a number of appointments were made in the lAD at the end of the 2015/2016 financial 
year and this should provide lAD with the capacity to provide the AUDCOM with the required 
support in the 2016/2017 financial year. 

A risk-based audit plan for 2015/16 was approved in principle on 14 August 2015. The internal 
audit plan gives consideration to the critical risks of the operations of the Municipality, addresses 
the findings of the Auditor-General from the audit of the previous financial year and is prepared for 
a period of 3 years. 

The lAD submitted reports during the year and areas of concern with a high risk rating were 
discussed with management. Internal audit reports include recommendations to improve internal 
controls together with agreed management action plans to resolve the issues reported on. The 
AUDCOM expressed concern at the number of instances where audit findings were repeated, 
particularly as regards to Performance Management. The AUDCOM also expressed concern in 
the delay experienced in obtaining management comment on the lAD reports, and urged 
management to address this urgently. The AUDCOM also urged management to provide detailed 
responses to audit findings which clearly outline the corrective action to be taken, the responsible 
party and the timeline. 

The AUDCOM reviewed and commented on the audit action plans for 2015/16 to address internal 
as well as external audit findings. The Committee monitored management progress against this 
plan on a quarterly basis and the lAD provided independent assurance on completed action plans. 
The AUDCOM also expressed its concern at the delays experienced every quarter in obtaining 
senior management’s commitments on the action plans. These delays demonstrated a lack of 
commitment to the improvement process. The AUDCOM will continue to monitor progress against 
the plan in response to audit findings at each of its future meetings. 

The AUDCOM also expressed concern at the inconsistent completion and updating of the 
outstanding issues schedule and delays in receiving draft minutes of meetings for review and 
approval at the next meeting. This has made it difficult to track our decisions and progress made 
with the agreed action plans. It is recommended that Council provide additional resource to the 
Secretariat to support it in the fulfilment of its responsibilities. 

Management is required to implement appropriate systems of internal controls and/or corrective 
action to address the identified weaknesses and possible irregularities. Although there are 
controls in place, the existing systems and procedures require enhancement and continued 
monitoring. The AUDCOM has expressed concern that the internal control environment is not yet 
fully effective to ensure clean administration, based mainly on the internal and external audit 
findings as well as the quarterly dash board report of the Auditor-General. 
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2. Risk management 


Internal Audit does not assume the functions, systems and processes of risk management but 
assists Council and management in the monitoring of risk management in the Municipality, 
through its own assurance processes and the progress of the different departments in the 
Municipality in managing their risk, in coordination with the risk officer. 

Risk management is the identification, assessment, and prioritisation of risks and the application 
of resources to minimise, monitor, and control the probability and/or impact of the risks. 

The AUDCOM is responsible for the oversight of the internal and external audit function as well as 
for financial reporting. The assessment of internal controls over financial reporting is risk-based, 
and as a result the Audit Committee is responsible for overseeing management’s risk policies and 
discussing the Municipality’s key risk exposures with management. 

The risk identification workshop for the 2015/2016 financial year was undertaken in July 2015 to 
identify strategic risks with the potential to impede the Municipality’s ability to achieve its strategic 
goals. As part of this review management identified current controls that may be in place to 
mitigate risks identified, as well as possible action plans to be implemented to improve the 
mitigation of risk. However, the Municipality has still not appointed a risk officer, the risk 
management committee met only once in the course of the financial year, and no minutes have 
been tabled at the Audit Committee meetings in the period under review. This is of concern as the 
Audit Committee could not fulfil its oversight role effectively. The Audit Committee also believes 
that a Risk Officer should be appointed as a matter of urgency to assist the Audit Committee in 
fulfilling its oversight role on risk management. 


3. Review of the Financiai Statements 

The financial statements for the financial year ending 30 June 2016 were prepared in line with the 
applicable GRAP standards and guidance contained in various MFMA circulars and current 
legislation. The AUDCOM evaluated the financial statements for reasonableness, completeness 
and accuracy and considered the efficiency and effectiveness of internal controls over the 
preparation and reporting. The AUDCOM also considered an lAD report on the review of the 
financials and all supporting working papers as per MFMA circular 50. 

The AUDCOM reviewed and challenged where necessary, the following areas: 

• Arithmetical accuracy and consistency. 

• Consistency of, and any changes to, accounting policies, comparing to prior years. 

• Methods used to account for significant or unusual transactions where different 
approaches are possible. 

• Whether the Municipality has followed appropriate accounting standards and made 
appropriate estimates and judgements, taking into account previous audit outcomes. 

• The quality of disclosure in the Municipality’s financial reports and the context in which 
statements are made. 

• All material issues in prior reports by the Auditor-General have been appropriately 
accounted for, resulting in fair presentation. 

• Conduct analysis of trends and other financial ratio calculations. 

The AUDCOM was satisfied that the financial statements for the period ended 30 June 2016 
satisfactorily represented the financial state of affairs of the Municipality 

and commended the Finance team on the quality of the financial statements prepared for review. 
The AUDCOM reviewed the Auditor-General’s reports and concurred with the findings and audit 
outcomes. 
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4. Adequacy, reliability and accuracy of financial reporting and information 

Regular management reports were reviewed by the AUDCOM. These included debtors age 
analyses, income and expenditure reports and budget and variance reports. Several pertinent 
matters were raised with management who in turn furnished satisfactory answers. In many 
instances suggestions, recommendations, and/or requests from the AUDCOM were implemented 
by management. The AUDCOM reviewed the interim financial statements for the 6 months ended 
31 December 2015 and the quarter ended 31 March 2016. 

Information furnished by the lAD and Management has allowed the AUDCOM to form an opinion 
that the Municipality's system of internal financial control is effective and forms a basis for the 
preparation of reliable financial statements. 

The AUDCOM has expressed concern that top management does not always attend meetings to 
respond adequately to several pertinent matters raised by the Committee. One of the key 
challenges for the Municipality continues to be the inability to complete the budgeted capital 
projects within the proposed time scales. We have also noted that a number of the grants 
awarded to the Municipality were not spent by the end of the financial year. The Municipality runs 
the risk of also losing these grants and this will have a significant impact on the Municipality’s 
ability to complete the strategic infrastructure that it has planned. 

5. Performance Management 

The management of performance against predetermined objectives has seen some improvement 
with regular quarterly reviews of management and the identification of areas requiring 
improvement, together with the proposed action plans and the tracking of the progress made. 
However, the reports to be circulated for the meetings were incomplete due to inadequate or 
incomplete responses from management and in many instances, a lack of adequate Portfolios of 
Evidence. The lAD queries as well as queries raised and requests made by the Performance 
Management Unit (PMU) were not responded to within the agreed time frames if at all, often 
despite repeated attempts to engage management on these issues. This extended audit and 
reporting process has had an adverse impact on the resources available to the lAD and has 
contributed to lAD not completing the agreed audit plan for the year. 


The PAG has also noted that the Quarterly Dashboard reports were submitted for review with 
limited comment and commitment from the management team. This made it difficult to track the 
progress being made on issues raised by the Auditor-General and contributed to these items not 
been resolved in time for the 2015/2016 audit. It is unacceptable that Performance Management 
is not prioritised by the senior management team and the PAG recommend that Gouncil ensure 
that there are consequences for those who do not comply. 

6. Effective Governance 

The AUDGOM is responsible for ensuring that the Municipality’s internal and external audit 
functions are independent and has the necessary resources, standing and authority within the 
Municipality to enable it to discharge its duties. However, the lAD was not able to complete the 
approved audit plan for the 2015/2016 financial year owing to continuing vacancies within the 
department. This resulted in a limitation on the work of the AUDGOM. This has an unacceptable 
impact on the risk environment of the municipality and Gouncil should take appropriate action as a 
matter of urgency. 
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The AUDCOM oversees cooperation between the internal and external auditors, and serves as a 
link between the Council and these functions. The internal and external auditors have unlimited 
direct access to the AUDCOM, primarily through its chairperson. 

The Mayor of the Municipality, the Chairperson of the Municipal Public Accounts Committee 
(MPAC), and representatives from COGTA, Provincial Treasury and the office of the Auditor- 
General are invited to the Audit Committee meetings. The AUDCOM is not aware of any matters 
referred to them by Council 

7. Compliance with Legislation and Ethics 

Areas of non-compliance have been brought to the attention of management. A compliance 
checklist has been developed to address the shortcomings. 

An Ethics policy has been developed. However, the AUDCOM expressed concern at the lack of 
an implementation and communication plan to create the required awareness. 

8. Annual Report 

The AUDCOM has reviewed the draft Annual Report for 2015/2016 and provided management 
with comments and suggestions. 

Recommendations 

1 . The accounting officer should set clear timelines and procedures for organisational as well as 
individual performance evaluations. Council should monitor compliance with these timelines 
and procedures and should take the necessary action against senior employees who do not 
respond appropriately and on a timely basis. 

2. Council should ensure that clear, relevant and time bound commitments are recorded on the 
Auditor-General’s quarterly dash board report and should thereafter monitor the progress on a 
monthly basis. This will improve compliance with key internal controls and contribute to clean 
administration. In this regard it is imperative that the accounting officer provide the required 
resources such as staff and space to establish an efficient and effective registry to ensure 
proper document management. 

3. Council should ensure that it has sufficient and appropriate manpower resources and 
processes to be able to fully utilise grants and budgeted capital expenditure within the 
prescribed time frames. . 

4. Council should ensure awareness of the policies on Ethics, Whistleblowing and Fraud and 
Corruption by means of workshops with the relevant stakeholders and roll out to staff. 

5. Council should ensure that the Risk Management Committee is functioning effectively to 
facilitate the execution of the risk management processes as a key enabler to achieving the 
business objectives and programme goals of the Municipality. In this regard a Risk Officer 
should be appointed as a matter of urgency to assist the AUDCOM in fulfilling its oversight role 
on risk management. 
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6. Council should provide the Secretariat with additional resources to facilitate the provision of 
detailed minutes of meetings and updated schedules of outstanding matters within 7 days of a 
meeting taking place. 

Conclusion 


The AUDCOM confirms its commitment to assist Council to make significant progress towards 
clean administration and also wishes to thank Council and management for its support and the 
teams from internal and external audit for their contributions. 


On behalf of the AUDCOM 



Chairperson 

Date: 5™ of December 2016 
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Report of the auditor-general to the KwaZulu-Natal 
Provincial Legislature and the council on 
KwaDukuza Municipality 

Report on the financial statements 
Introduction 

1. I audited the financial statements of the KwaDukuza Municipality set out on pages 219 to 
294, which comprise the statement of financial position as at 30 June 2016, the statement 
of financial performance, statement of changes in net assets, cash flow statement and 
the statement of comparison of budget with actual information for the year then ended, 
as well as the notes, comprising a summary of significant accounting policies and other 
explanatory information. 


Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 
56 of 2003) (MFMA) and the Division of Revenue Act of South Africa, 2015 (Act No. 1 of 
2015) (DoRA), and for such internal control as the accounting officer determines is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 


Auditor-general’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on my 
audit. I conducted my audit in accordance with the International Standards on Auditing. 
Those standards require that I comply with ethical requirements and plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the municipality’s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the municipality’s internal control. An audit 
also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating 
the overall presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my opinion. 
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Opinion 


6. In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the KwaDukuza Municipality as at 30 June 2016 and its financial 
performance and cash flows for the year then ended, in accordance with the SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 

Emphasis of matters 

I draw attention to the matters below. My opinion is not modified in respect of these matters. 

Significant uncertainties 

7. There are various claims against the municipality as disclosed in note 34 to the financial 
statements. The ultimate outcome of these matters was not determinable at year end 
and no provision for any liability that may result was made in the financial statements. 

Material electricity lasses 

8. The financial statements disclosed in note 32.8, material electricity losses of 96,70 
million (2015: 99,37 million) kilowatts amounting to R78,09 million (2015: R71,38 million) 
as a result of technical and non-technical distribution losses. 

Material underspending af the capital budget 

9. The statement of comparison of budget with actual information disclosed that the 
municipality materially underspent the capital budget by R45,52 million. The main 
reasons for this underspending were the delays in finalising of procurement processes 
for capital projects. This resulted in the municipality not achieving some of its planned 
service delivery targets in respect of the basic service delivery and infrastructure 
development objective for the year. 


Additional matter 

10. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited disclasure nates 

1 1 . In terms of section 125(2)(e) of the MFMA the municipality is required to disclose 
particulars of non-compliance with the MFMA. This disclosure requirement did not form 
part of the audit of the financial statements and accordingly I do not express an opinion 
thereon. 

Report on other legal and regulatory requirements 

12. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) 
(PAA) and the general notice issued in terms thereof, I have a responsibility to report 
findings on the reported performance information against predetermined objectives for 
selected objectives presented in the annual performance report, compliance with 
legislation and internal control. The objective of my tests was to identify reportable 
findings as described under each subheading but not to gather evidence to express 
assurance on these matters. Accordingly, I do not express an opinion or conclusion on 
these matters. 
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Predetermined objectives 


13. I performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for basic service delivery and infrastructure 
development objective presented in the annual performance report of the municipality 
for the year ended 30 June 2016. 

14. I evaluated the reported performance information against the overall criteria of 
usefulness and reliability. 

15. I evaluated the usefulness of the reported performance information to determine 
whether it was consistent with the planned objectives. I further performed tests to 
determine whether indicators and targets were well defined, verifiable, specific, 
measurable, time bound and relevant, as required by the National Treasury’s 
Framework for Managing Programme Performance information (FMPPI). 

16. I assessed the reliability of the reported performance information to determine whether it 
was valid, accurate and complete. 

17. I did not identify any material findings on the usefulness and reliability of the reported 
performance information for the basic service delivery and infrastructure development 
objective. 


Additional matters 

18. I identified no material findings on the usefulness and reliability of the reported 
performance information for the selected objectives however, I draw attention to the 
following matters: 

Achievement of planned targets 

19. The annual performance report on pages 89 to 104 includes information on the achievement 
of the planned targets for the year. 


Adjustment of material misstatements 

20. I identified material misstatements in the annual performance report submitted for 
auditing on the reported performance information for the basic service delivery and 
infrastructure development objective. As management subsequently corrected the 
misstatements, I did not raise any material findings on the usefulness and reliability of 
the reported performance information. 

Compliance with legislation 

21 . I performed procedures to obtain evidence that the municipality complied with applicable 
legislation regarding financial matters, financial management and other related matters. 
My material findings on compliance with specific matters in key legislation, as set out in 
the general notice issued in terms of the PAA, are as follows: 
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Procurement and contract management 

22. Goods and services of a transaction value above R200 000 were procured without 
inviting competitive bids, as required by supply chain management (SCM) regulation 
19(a). Deviations were approved by the accounting officer even though it was not 
impractical to invite competitive bids, in contravention of SCM regulation 36(1). 

23. Thresholds for local content on designated sectors procurement were not properly 
applied in accordance with the requirements of Preferential Procurement Regulation 9 of 
201 1 , issued in terms of the Preferential Procurement Framework Act of South Africa, 
2000 (Act No.5 of 2000). 

Expenditure management 

24. Reasonable steps were not taken to prevent irregular expenditure, as required by 
section 62(1 )(d) of the MFMA. 

Transfer at canditianal grants 

25. The transfer of a portion of the Municipal Infrastructure Grant to the district municipality 
was not made in terms of section 17(2) of DoRA as the payment schedule entered into 
between the KwaDukuza Municipality and the llembe district municipality was not 
approved by National Treasury. 

Cansequence management 

26. Irregular and fruitless and wasteful expenditure incurred by the municipality was not 
investigated to determine if any person was liable for the expenditure, as required by 
section 32(2)(b) of the MFMA. 


Internal control 


27. I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with legislation. The matters reported below are 
limited to the significant internal control deficiencies that resulted in the findings on 
compliance with legislation included in this report. 


Leadership 

28. The leadership did not adequately oversee and monitor the internal controls to ensure 
that effective measures were taken to address previous findings on irregular 
expenditure and compliance with legislation. This was due to vacancies in key positions, 
as well as slow responses in addressing the recommendations of the audit committee 
and internal audit unit. 

Financial management 

29. Senior management and bid committees did not properly and consistently evaluate 
tender documents to ensure that the municipality complied with procurement 
regulations. This was due to the lack of review of the returnable schedule submitted by 
prospective bidders. 
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other reports 


30. I draw attention to the following engagements that could potentially have an impact on 
the municipality’s financial, performance and compliance matters. My opinion is not 
modified in respect of these engagements that are either in progress or have been 
completed. 

Investigations 

31 . In the previous year the provincial treasury initiated an investigation into possible 
collusion between prepaid electricity vendors and a former employee. The investigation 
was still in progress at the date of this report. 

32. At the request of the municipality, an independent consulting firm performed an 
investigation into the conduct of two staff members relating to unauthorised signage on 
traffic enforcement vehicles. The investigation was initiated based on an allegation of 
the supplier that was requested to pay a bribe to municipal officials. The investigation 
was completed in May 2016 and resulted in the dismissal of one employee and a final 
warning issued to the second employee. 


- (Sene/c4 

Pietermaritzburg 
30 November 2016 



AUDITOR-GENERAL 
SOUTH AFRICA 

Auditing to build public confidence 
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KWADUKUZA 

MUNICIPALITY 


AUDITED ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 
30 JUNE 2016 


I am responsible for the preparation of these Annual Financial Statements, which are set 
out on pages 2 to 82, in terms of Section 126(1) of the Municipal Finance Management 
Act No. 56 of 2003 and which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 23 
of these Annual Financial Statements are within the upper limits of the framework 
envisaged in Section 219 of the Constitution of South Africa Act No. 108 of 1996, save for 
disclosure in said note read with the Remuneration of Public Officer Bearers Act No. 20 
of 1998 and the Minister of Provincial and Local Government’s determination in 
accordance with this Act. 



N J MDAKANE 
MUNICIPAL MANAGER 


25/11/2016 

Date 
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KWADUKUZA MUNICIPALITY 

STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2016 


ASSETS 

Non-current assets 

Property, plant and equipment 
Intangible assets 
Investment properties 
Heritage Assets 
Long-term receivables 

Current assets 

Inventories 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Value added taxation receivable 
Current portion of long-term receivables 
Cash and cash equivalents 

Total Assets 

LIABILITIES 

Non-current liabilities 

Long-term liabilities 
Non-current provisions 
Employee benefits 

Long service awards and retirement gifts 
Non-current lease liability 

Current liabilities 

Deposits 

Current Portion of Provisions 
Trade and other payables 
Unspent conditional grants and receipts 
Current portion of long-term liabilities 
Current portion of lease liability 

Total Liabilities 

Net Assets 

NET ASSETS 

Housing operating account 
Revaluation Reserve 
Accumulated surplus 

Total Net Assets 


Note 


10 

11 

12 

13 

14 


15 

16 

17 
9 
14 

18 


2 

3 

4.2 

4.3 
40 


5 

6 

7 

8 
2 

40 


2016 

R 


1 841 

927 

784 

1 741 

761 

801 

9 

507 

701 

89 

470 

000 


105 

386 

1 

082 

896 

617 

093 

962 

6 

849 

078 

60 

488 

594 

83 

251 

505 

14 

326 

616 


5 

076 

452 

173 

094 


2 459 

021 

747 

345 

494 

338 

240 

233 

811 

8 

134 

130 

84 

223 

031 

12 

899 

267 


4 

098 

282 

473 

016 

30 

167 

576 

17 

598 

999 

201 

344 

602 

19 

918 

799 

13 

396 

358 


46 

683 


627 967 354 


1 831 054 392 


8 728 156 

9 813 137 
1 812 513 098 


1 831 054 392 


Restated 2015 
R 


1 600 

878 

389 

1 501 

751 

701 

10 

789 

991 

87 

175 

000 


105 

386 

1 

056 

311 


668 831 065 

6 208 730 
62 072 592 
55 347 335 
4 798 580 
12 854 
540 390 976 


2 269 

709 

454 

298 

896 

971 

212 

368 

130 

7 

139 

841 

66 

818 

000 

12 

571 

000 

259 

018 

879 

26 

160 

144 

1 

319 

908 

179 

671 

279 

39 

225 

938 

12 

628 

140 


13 

470 


557 915 850 


1 711 793 604 


8 728 156 

9 813 137 
1 693 252 311 


1 711 793 604 
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KWADUKUZA MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR ENDED 30 JUNE 2016 



Note 

2016 

R 

REVENUE 



Revenue from non-exchange transactions 

Property rates 

19 

314 623 456 

Property rates - penalties Imposed and collection charges 


7 391 326 

Fines 

28.2 

16 076 516 

Government grants and subsidies 

21 

208 855 308 

Licences and permits 


8 598 205 

Public donations - Property, plant and equipment 

Revenue from exchange transactions 

10 

3 663 174 

Service charges 

20 

679 428 767 

Rental of facilities and equipment 


1 016 506 

Interest earned investments 

18 

30 409 852 

Interest earned outstanding debtors 


5 564 056 

Other income 

28.1 

52 743 759 

Gain on disposal of property, plant and equipment 


50 000 

Fair Value Adjustment of investment properties 

12 

2 295 000 

Total Revenue 


1 330 715 924 

EXPENDITURE 

Employee related costs 

22 

282 807 345 

Remuneration of councillors 

23 

18 544 424 

Collection costs 


4 453 262 

Ammortisation 

11 

2 416 761 

Depreciation 

10 

50 093 250 

Repairs and maintenance 

35 

63 326 287 

Finance costs 

24 

24 880 004 

Bulk purchases 

25 

488 650 902 

Employee and long services benefits 

4.3 

17 733 298 

General expenses 

26 

156 972 518 

Contracted services 

27,1 

30 462 775 

Transfer made: MIG funding paid to llembe District Municipality 

27,2 

6 100 223 

Adjustments to allowance for impairment 

16 

16 006 685 

Adjustments to non-current provisions 

3 

1 030 037 

Adjustments to current provision 

6 

16 243 342 

Bad debts written off 

16 

4 372 271 

Loss on disposal of assets 


10 671 088 

Impairment loss on assets 

10 

16 690 665 

Total Expenditure 


1 211 455 137 




SURPLUS FOR THE YEAR 


119 260 786 
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KWADUKUZA MUNICIPALITY 
STATEMENT OF CHANGES IN NET ASSETS 
FOR THE YEAR ENDED 30 JUNE 2016 



Housing Operating 

Revaluation 

Accumulated 

Total 

R 

Account 

Reserve 

Surplus 

R 


R 

Restated Opening Balance at 30 June 2013 





8 728 156 

9 813 137 

1 442 688 572 

1 461 229 865 


1 

2014 

Surplus for the year 

Adjustment to assets prior 2014/2015 

Adjustment to rates revenue prior 2014/2015 

Adjustment to traffic fine debtor prior 2014/2015 

Restated Balance at 30 June 2014 

- 

- 

131 568 574 
( 20 779 004) 
2 278 312 
( 1 609 151) 

131 568 574 
( 20 779 004) 
2 278 312 
( 1 609 151) 

8 728 156 

9 813 137 

1 554 147 302 

1 572 688 595 


1 

2015 

Surplus for the year 

Restated Balance at 30 June 2015 

- 

- 

139 105 009 

139 105 009 

8 728 156 

9 813 137 

1 693 252 311 

1 711 793 604 

2016 


Surplus for the year 

Balance at 30 June 2016 



119 260 786 

119 260 786 

8 728 156 

9 813 137 

1 812 513 098 

1 831 054 392 

Note 36 provides further detaiis of adjustments pertaining to the 2014/2015 financial year. 
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KWADUKUZA MUNICIPALITY 

STATEMENT OF COMPARISON OF BUDGET & ACTUAL AMOUNTS 
FOR THE YEAR ENDED 30 JUNE 2016 
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KWADUKUZA MUNICIPALITY 

ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2016 
1. BASIS OF PRESENTATION 

The Annual Financial Statements have been prepared on an accrual basis of accounting and are in 
accordance with the historical cost convention. 

The Annual Financial Statements have been prepared in accordance with South African Standards of 
Generally Recognised Accounting Practice (GRAP) as prescribed by the Minister of Finance and also 
in terms of the standards and principles contained in Directives 3 and 5 issued by the Accounting 
Standards Board ("ASB") respectively, as amended. 

The Minister has determined the following Standards of GRAP for Municipalities. 

GRAP 1 Presentation of Financial Statements 

GRAP 2 Cash Flow Statements 

GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors 

GRAP 4 The Effects of Changes in Foreign Exchange Rates 

GRAP 5 Borrowing Costs 

GRAP 6 Consolidated and Separate Financial Statements 

GRAP 7 Investments in Associates 

GRAP 8 Investment in Joint Ventures 

GRAP 9 Revenue from Exchange Transactions 

GRAP 10 Financial Reporting in Hyperinflationary Economics 

GRAP 11 Construction Contracts 

GRAP 12 Inventories 

GRAP 13 Leases 

GRAP 14 Events after the Reporting Date 

GRAP 16 Investment Property 

GRAP 17 Property, Plant and Equipment 

GRAP 18 Segment Reporting 

GRAP 19 Provisions, Contingent Liabilities and Contingent Assets 

GRAP 21 Impairment of Non-cash generating Assets 

GRAP 23 Revenue from Non-exchange Transactions (Taxes and Transfers) 

GRAP 24 Presentation of Budget Information in Financial Statements 
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KWADUKUZA MUNICIPALITY 

ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2016 

GRAP 25 Employee Benefits 

GRAP 26 Impairment of Cash -generating Assets 

GRAP 27 Agriculture 

GRAP 31 Intangible Assets 

GRAP 100 Non-current Assets held for Sale and Discontinued Operations 
GRAP 103 Heritage Assets 

GRAP 104 Financial Instruments 

GRAP 105 Transfers of Function Between Entities under Common Control 

GRAP 106 Transfers of Function Between Entities Not under Common Control 

GRAP 107 Mergers 

In addition the municipality has applied all the other Interpretation Standards and directives 
determined by the Minister in the updated Directive 5. 

1.1 Changes in accounting policy and comparability 

Changes in accounting policies due to adoption of newly effective Standards of GRAP have been 
applied retrospectively in accordance with GRAP 3 requirements, except to the extent that it is 
impracticable to determine the period-specific effects or the cumulative effect of the change in 
policy or where allowed transitional provisions had been adopted. In such cases the municipality 
would restate the opening balances of assets, liabilities and net assets for the earliest period for 
which retrospective restatement is practicable. 

Changes in accounting estimates are applied prospectively in accordance with GRAP 3 requirements. 
Details of changes in estimates are disclosed in the notes to the annual financial statements where 
applicable. 

Errors are corrected retrospectively in the period in which the error has occurred in accordance with 
GRAP 3 requirements, except to the extent that it is impracticable to determine the period-specific 
effects or the cumulative effect of the error. In such cases the municipality would restate the 
opening balances of assets, liabilities and net assets for the earliest period for which retrospective 
restatement is practicable. 

The municipality changes an accounting policy only if the change: 

a) is required by a Standard of GRAP; or 

b) results in the financial statements providing reliable and more relevant information about 
the effects of transactions, other events or conditions on the performance or cash flow. 
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1.2 COMPARATIVE INFORMATION 

1.2.1 Prior year comparatives 

When the presentation or classification of items in the Annual Financial Statements is amended, 
prior period comparative amounts are reclassified. The nature and reasons for the reclassification 
are disclosed. 

1.3 Presentation of Budget Information in the Financial Statements 

The municipality presents a comparison of the budget amounts for which it is held publicly 
accountable and actual amounts as a separate statement called the 'Statement of Comparison of 
Budget and Actual Amounts'. This statement compares the budget amounts with the amounts in the 
financial statements adjusted to be comparable to the budget. The comparison of budget and actual 
amounts presents separately for each level of legislative oversight the following: 

the approved and final budget amounts; 
the actual amounts on a comparable basis; and 

by way of note disclosure, an explanation of material differences between the budget for 
which the municipality is held publicly accountable and actual amounts, unless such 
explanation is included in other public documents issued in conjunction with the financial 
statements, and a cross reference to those documents is made in the notes. 

1.4 Critical judgments, estimations and assumptions 

The following are the critical judgments, apart from those involving estimations, that the 
management has made in the process of applying the municipality's Accounting Policies and that 
have the most significant effect on the amounts recognised in Annual Financial Statements: 

1.4.1 Revenue Recognition 

Accounting Policy 9.2 on Revenue from Exchange Transactions and Accounting Policy 9.3 on 
Revenue from Non-exchange Transactions describes the conditions under which revenue will be 
recorded by the management of the municipality. 

In making their judgement, the management considered the detailed criteria for the recognition of 
revenue as set out in GRAP 9: Revenue from Exchange Transactions and GRAP 23: Revenue from 
Non-exchange Transactions. In particular when services are rendered, whether the service has been 
rendered. The management of the municipality is satisfied that recognition of the revenue in the 
current year is appropriate. 

1.4.2 Financial assets and liabilities 

The classification of financial assets and liabilities into categories is based on relevant accounting 
standards as assessed by management. 

1.4.3 Impairment of Financial Assets 

Accounting Policy 7.4 on Impairment of Financial Assets describes the process followed to determine 
the value by which financial assets should be impaired. In making the estimation of the impairment. 
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the management of the municipality considered the detailed criteria of impairment of financial 
assets as set out in GRAP 104: Financial Instruments. The management of the municipality is 
satisfied that the impairment of financial assets recorded during the year, is appropriate. 

1.4.4 Useful lives of Property, Plant and Equipment ("PPE") 

As described in Accounting Policies 3.3 and, 4.2 the municipality depreciates/amortises its property, 
plant and equipment, and intangible assets over the estimated useful lives of the assets, taking into 
account the residual values of the assets at the end of their useful lives, which is determined when 
the assets are available for use. The useful lives and residual values of the assets are based on 
industry knowledge. 

1.4.5 Impairment: Write down of PPE and Inventories 

Significant estimates and judgments are made relating to PPE impairment tests and write down of 
inventories to net realisable values. 

1.4.6 Defined Benefit Plan Liabilities 

As described in Accounting Policy 12.4, the municipality obtains actuarial valuations of its defined 
benefit plan liabilities. The defined benefit obligations of the municipality that were identified are 
Post-retirement Health Benefit Obligations and Long-service Awards. The estimated liabilities are 
recorded in accordance with the requirements of GRAP 25 Employee Benefits. Details of the 
liabilities and the key assumptions made by the actuaries in estimating the liabilities are provided in 
Note 4 to the Annual Financial Statements. 

Multi-employer defined benefit funds are accounted for as defined contribution plan as set out in 
note 4. 

1.5 Presentation currency 

The Annual Financial Statements are presented in South African Rand, rounded off to the nearest 
Rand which is the municipality's functional currency. 

1.6 Going concern assumption 

The Annual Financial Statements have been prepared on a going concern basis. 

1.7 Offsetting 

Assets, liabilities, revenues and expenses have not been offset, except when offsetting is required or 
permitted by a Standard of GRAP. 
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1.8 Standards and interpretations issued, but not yet effective 

The municipality has not applied the following standards and interpretations as listed below. 

GRAP 32: Service Concession Arrangements: Grantor 

The objective of this Standard is to prescribe the accounting for service concession arrangements by 
the grantor, a public sector entity. 

An entity that prepares and presents financial statements under the accrual basis of accounting shall 
apply this Standard in accounting for service concession arrangements. 

Arrangements within the scope of this Standard involve the operator providing a mandated function 
related to the service concession asset on behalf of the grantor. The operator providing the 
mandated function can either be a private party or another public sector entity. 

Arrangements outside the scope of this Standard are those that do not involve the delivery of a 
mandated function and arrangements that involve the provision or management of services where 
the asset is not controlled by the grantor (e.g., outsourcing, service contracts, or privatisation). 

GRAP 108: Statutory Receivables 

The objective of this Standard is to prescribe accounting requirements for the recognition, 
measurement, presentation and disclosure of statutory receivables. 

An entity that prepares and presents financial statements under the accrual basis of accounting shall 
apply this Standard in accounting for statutory receivables. 

This Standard does not apply to the following receivables, except if indicated otherwise: 

• Receivables and any other financial assets that arise from contractual arrangements to which the 
Standard of GRAP on Financial Instruments applies. 

• Receivables to which the Standard of GRAP on Leases applies. 

• Insurance contracts as defined in the International Financial Reporting Standard on Insurance 
Contracts. 

Statutory receivables can arise from both exchange and non-exchange transactions. Where these 
receivables arise from exchange and non-exchange revenue transactions, an entity shall apply the 
recognition and initial measurement requirements of the Standards of GRAP on Revenue from 
Exchange Transactions and Revenue from Non-exchange Transactions (Taxes and Transfers), as well 
as the requirements of this Standard. 

GRAP 109: Accounting by Principals and Agents 

The objective of this Standard is to outline principles to be used by an entity to assess:- 

• Whether it is party to a principal-agent arrangement, and 

• Whether it is a principal or an agent in undertaking transactions in terms of such an 
arrangement. 
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The principal-agent arrangement results from a binding agreement in which one entity (an agent) 
undertakes transactions with third parties on behalf, and for the benefit of, another entity 
(principal). 

An entity that prepares and presents financial statements under the accrual basis of accounting shall 
apply this Standard in determining whether it is principal or an agent in a principal-agent 
arrangement. 

This standard does not introduce new recognition or measurement requirements for revenue, 
expenses, assets and/or liabilities that result from principal-agent arrangements but do however:- 

• Provide guidance on whether revenue, expenses, assets and/or liabilities should be 
recognised by an agent or a principal; as well as 

• Prescribe what information should be disclosed when an entity is a principal or an agent (i.e. 
applying GRAP standards other than GRAP 109 to deal with the recognition and 
measurement of revenue, expenses, assets and/or liabilities). 

IGRAP 17 Service Concession Arrangements where the Grantor controls a significant residual 
interest in an asset 

The Standard of GRAP on Service Concession Arrangements: Grantor requires the grantor to 
recognise a service concession asset provided by the operator and an upgrade to an existing asset of 
the grantor if: 

• The grantor controls or regulates what services the operator must provide with the asset, to whom 
it must provide them, and at what price; and 

• The grantor controls— through ownership, beneficial entitlement or otherwise— any significant 
residual interest in the asset at the end of the term of the arrangement. 

If one or both of these criteria are not met, the grantor needs to consider the principles in the 
Interpretation of the Standards of GRAP on Determining Whether an Arrangement Contains a Lease 
(IGRAP 3) to determine whether the arrangement constitutes a lease. The principles in the Standard 
of GRAP on Leases shall then be applied to determine whether the arrangement constitutes a 
finance lease or operating lease. 

If the grantor concludes that the arrangement does not constitute a finance or an operating lease 
after considering the principles in the Interpretation of the Standards of GRAP on Determining 
Whether an Arrangement Contains a Lease and in the Standard of GRAP on Leases, the grantor shall 
consider the principles in the Framework for the Preparation and Presentation of Financial 
Statements in accounting for any revenue and expenses incurred in terms of the arrangement. 

The Standard of GRAP on Service Concession Arrangements: Grantor applies to a contractual 
arrangement between a grantor and an operator in which the operator uses the service concession 
asset to provide a mandated function on behalf of the grantor for a specified period of time. The 
operator providing the mandated function on behalf of the grantor can either be a private party or 
another public sector entity. 
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1.9 Standards not yet effective but used for disclosure purposes 

Council has adopted the following GRAP standard on related parties to determine its disclosure on 
related party relationships, transaction and balances. 

GRAP 20: Related Party Disclosures 

The objective of this Standard of GRAP is to ensure that a municipality's financial statements contain 
the disclosures necessary to draw attention to the possibility that its financial position and surplus or 
deficit may have been affected by the existence of related parties and by transactions and 
outstanding balances with such parties. 

This Standard of GRAP requires disclosure of related party relationships, transactions and 
outstanding balances, including commitments, in the consolidated and separate financial statements 
of the municipality in accordance with the Standard of GRAP on Consolidated and Separate Financial 
Statements. This Standard of GRAP also applies to individual financial statements. 

This Standard of GRAP requires that only transactions with related parties where the transactions 
are not concluded within normal operating procedures or on terms that are not no more or no less 
favourable than the terms it would use to conclude transactions with another municipality, entity or 
person are disclosed. 

The Standard of GRAP sets out the requirements, inter alia, for the disclosure of: 
control; 

related party transactions; and 
remuneration of management 

No effective date has yet been determined by the Minister of Finance. 

2. HOUSING OPERATING ACCOUNT 

The Housing Operating Account was established in terms of the Housing Act, (Act No. 107 of 1997). 
Loans from National and Provincial Government used to finance housing selling schemes undertaken 
by the municipality were extinguished on 1 April 1998 and transferred to the Housing Operating 
Account. Housing selling schemes both complete and in progress as at 1 April 1998, were also 
transferred to the Housing Operating Account. 

In terms of the Housing Act, all proceeds from housing developments, which include rental income 
and sales of houses, must be paid into the Housing Operating Account. Where the municipality 
experiences a nett loss on proceeds realised these are funded by the accumulated surplus. Monies 
standing to the credit of the Housing Operating Account can be used only to finance housing 
developments within the municipal area subject to the approval of the Provincial MEC responsible 
for housing. 
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3. PROPERTY, PLANT AND EQUIPMENT 

3.1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that 
are held for use in the production or supply of services, rental to others, or for administrative 
purposes, and are expected to be used during more than one year. 

The cost of an item of property, plant and equipment is recognised as an asset if, and only if it is 
probable that future economic benefits or service potential associated with the item will flow to the 
municipality, and if the cost or fair value of the item can be measured reliably. 

Property, plant and equipment are initially recognised at cost on its acquisition date or in the case of 
assets acquired by grant or donation, deemed cost, being the fair value of the asset on initial 
recognition. The cost of an item of property, plant and equipment is the purchase price and other 
costs attributable to bring the asset to the location and condition necessary for it to be capable of 
operating in the manner intended by the municipality. Trade discounts and rebates are deducted in 
arriving at the cost. The cost, where applicable, also includes the necessary costs of dismantling and 
removing the asset and restoring the site on which it is located. 

When significant components of an item of property, plant and equipment have different useful 
lives, they are accounted for as separate items (major components) of property, plant and 
equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary 
assets or monetary assets, or a combination of monetary and non-monetary assets is measured at 
its fair value. If the acquired item could not be measured at its fair value, its cost was measured at 
the carrying amount of the asset given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the 
municipality expects to use them during more than one period. Similarly, if the major spare parts 
and servicing equipment can be used only in connection with an item of property, plant and 
equipment, they are accounted for as property, plant and equipment. 

3.2 Subsequent Measurement 

Subsequent expenditure relating to property, plant and equipment is capitalised if it is probable that 
future economic benefits or potential service delivery associated with the subsequent expenditure 
will flow to the municipality and the cost or fair value of the subsequent expenditure can be reliably 
measured. Subsequent expenditure incurred on an asset is only capitalised when it increases the 
capacity or future economic benefits associated with the asset. Where the municipality replaces 
parts of an asset, it derecognises the part of the asset being replaced and capitalises the new 
component. 
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Subsequently all property plant and equipment, are measured at cost (which includes deemed cost 
for previously unrecognised assets), less accumulated depreciation and accumulated impairment 
losses. 

Compensation from third parties for items of property, plant and equipment that were impaired, 
lost or given up is included in surplus or deficit when the compensation becomes receivable. 

3.3 Depreciation 

Land is not depreciated as it is regarded as having an indefinite life. Depreciation of assets other 
than land is calculated, using the straight line method, to depreciate their cost to their residual 
values over the estimated useful lives of the assets. The depreciation method used reflects the 
pattern in which the asset's future economic benefits or service potential are expected to be 
consumed by the municipality. Components of assets that are significant in relation to the whole 
asset and that have different useful lives are depreciated separately. The depreciation rates are 
based on the following estimated useful lives. 

Depreciation only commences when the asset is available for use, unless stated otherwise. 


Details Years 

Infrastructure 

Roads 10-45 

Electricity 5-80 

Storm Water 10-80 

Solid Waste Disposal 10-50 

Community 

Community and Recreation Facilities 5-50 

Other Assets 2-50 

Vehicles 3-10 

Furniture and Fittings 3-5 


The assets' residual values, estimated useful lives and depreciation method are reviewed annually, 
and adjusted prospectively if appropriate, at each reporting date. 

3.4 Work in Progress 

Work in progress is stated at historical cost. Depreciation only commences when the asset is 
available for use. 
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3.5 Finance Leases 

Assets capitalised under finance leases are depreciated over their expected useful lives on the same 
basis as PPE controlled by the entity or where shorter, the term of the relevant lease. 

3.6 Infrastructure Assets 

Infrastructure Assets are any assets that are part of a network of similar assets. Infrastructure assets 
are shown at cost less accumulated depreciation and accumulated impairment. Infrastructure assets 
are treated similarly to all other assets of the municipality. 

3.7 De-recognition of Property, Plant and Equipment 

The carrying amount of an item of property, plant and equipment is derecognised on disposal, or 
when no future economic benefits or service potential are expected from its use or disposal. 

The gain or loss arising from de-recognition of an item of property, plant and equipment is included 
in surplus or deficit for the year when the item is derecognised. 

Gains or losses are calculated as the difference between the net book value of assets (cost less 
accumulated depreciation and accumulated impairment losses) and the sales proceeds. 

3.8 Impairment of Assets 
3.8.1 Cash - generating Assets 
Identification: 

The municipality assesses at each reporting date whether there is any indication that an asset may 
be impaired. If any such indication exists, the municipality estimates the recoverable amount of the 
asset. 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the 
individual asset. If it is not possible to estimate the recoverable amount of the individual asset, the 
recoverable amount of the cash-generating unit to which the asset belongs is determined. 

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs 
to sell and its value in use. 

Value in use 

Value in use of a cash generating asset is the present value of the estimated future cash flows 
expected to be derived from the continuing use of an asset and from its disposal at the end of its 
useful life. 

When estimating the value in use of an asset, the municipality estimates the future cash inflows and 
outflows to be derived from continuing use of the asset and from its ultimate disposal and the 
municipality applies the appropriate discount rate to those future cash flows. 
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Discount rate 

The discount rate is a rate that reflects current market assessments of the time value of money, 
represented by the current risk free rate of interest and the risks specific to the asset for which the 
future cash flow estimates have not been adjusted. 

Recognition and measurement 

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the 
asset is reduced to its recoverable amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is 
recognised immediately in surplus or deficit for the year. 

An impairment loss is recognised for cash-generating units if the recoverable amount of the unit is 
less than the carrying amount of the unit. The impairment loss is allocated to reduce the carrying 
amount of the assets of the unit as follows: 

• To the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indication that an impairment 
loss recognised in prior periods for assets may no longer exist or may have decreased. If any such 
indication exists, the recoverable amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not 
exceed the carrying amount that would have been determined had no impairment loss been 
recognised for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or 
amortisation is recognised immediately in surplus or deficit for the year. 


3.8.2 Impairment of Non-cash Generating Assets 
Identification 

The municipality assesses at each reporting date whether there is any indication that an asset may 
be impaired. If any such indication exists, the municipality estimates the recoverable service amount 
of the asset. 

If there is any indication that an asset may be impaired, the recoverable service amount is estimated 
for the individual asset. If it is not possible to estimate the recoverable service amount of the 
individual asset no impairment recognised. 

Value in use 

Value in use of an asset is the present value of the asset's remaining service potential. 

The present value of the remaining service potential of an asset is determined using the following 
approach: 
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Depreciated replacement cost approach: 

The present value of the remaining service potential of a non cash generating asset is determined as 
the depreciated replacement cost of the asset. The replacement cost of an asset is the cost to 
replace the asset's gross service potential. This cost is depreciated to reflect the asset in its used 
condition. An asset may be replaced either through reproduction (replication) of the existing asset or 
through replacement of its gross service potential. The depreciated replacement cost is measured as 
the reproduction or replacement cost of the asset, whichever is lower, less accumulated 
depreciation calculated on the basis of such cost, to reflect the already consumed or expired service 
potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an "optimised" basis. The 
rationale is that the municipality would not replace or reproduce the asset with a like asset if the 
asset to be replaced or reproduced is an overdesigned or overcapacity asset. Overdesigned assets 
contain features which are unnecessary for the goods or services the asset provides. Overcapacity 
assets are assets that have a greater capacity than is necessary to meet the demand for goods or 
services the asset provides. The determination of the replacement cost or reproduction cost of an 
asset on an optimised basis thus reflects the service potential required of the asset. 

Recognition and measurement 

If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of 
the asset is reduced to its recoverable service amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is 
recognised immediately in surplus or deficit for the year. 

An impairment loss is recognised for non-cash-generating units if the recoverable service amount of 
the unit is less than the carrying amount of the unit. The impairment loss is allocated to reduce the 
carrying amount of the assets of the unit as follows: 

• To the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indication that an impairment 
loss recognised in prior periods for assets may no longer exist or may have decreased. If any such 
indication exists, the recoverable service amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not 
exceed the carrying amount that would have been determined had no impairment loss been 
recognised for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or 
amortisation is recognised immediately in surplus or deficit for the year. 
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4. INTANGIBLE ASSETS 

4.1 Initial Recognition 

Identifiable non-monetary assets without physical substance which are held for use in the 
production or supply of services, for rental to others, or for administrative purposes are classified 
and recognised as intangible assets. The municipality recognises an intangible asset only when it is 
probable that the expected future economic benefits or service potential that are attributable to the 
asset will flow to the municipality and the cost or fair value of the asset can be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they are 
capitalised. Research expenditure is recognised as an expense when incurred. 

Other development expenditures that do not meet these criteria are recognised as an expense as 
incurred. Development costs previously recognised as an expense are not recognised as an asset in a 
subsequent period. Capitalised development costs are recorded as intangible assets and amortised 
from the point at which the asset is ready for use on a straight-line basis over its useful life. 
Development assets are tested for impairment annually. 

Intangible assets are initially recognised at cost. Where an intangible asset is acquired at no cost or 
for a nominal consideration, its cost is its fair value as at the date it is acquired. Where an intangible 
asset is acquired in exchange for a non-monetary asset or monetary assets, or a combination of 
monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If 
the acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the 
asset(s) given up. 

The municipality does not recognise electricity servitudes arising from a legal right as intangible 
assets. 

4.2 Subsequent Measurement, Amortisation and Impairment 

Subsequently all intangible assets are measured at cost, less accumulated amortisation and 
accumulated impairment losses. 

Amortisation is charged on a straight-line basis over the intangible assets' useful lives, which are 
estimated to be between 2 to 7 years. Where intangible assets are deemed to have an indefinite 
useful life, such intangible assets are not amortised, for example servitudes (excluding electricity 
servitudes) obtained by the municipality give the municipality access to land for specific purposes for 
an unlimited period - however, such intangible assets are subject to an annual impairment test. 

Intangible assets are annually tested for impairment, including intangible assets not yet available for 
use. Where items of intangible assets have been impaired, the carrying value is adjusted by the 
impairment loss, which is recognised as an expense in the period that the impairment is identified 
except where the impairment reverses a previous revaluation. The impairment loss is the difference 
between the carrying amount and the recoverable amount. 
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The estimated useful life and amortisation method are reviewed annually. Any adjustments arising 
from the annual review are applied prospectively as a change in accounting estimate in surplus or 
deficit for the year. 

4.3 De-recognition of Intangible Assets 

The carrying amount of an intangible asset is derecognised on disposal, or when no future economic 
benefits or service potential are expected from its use or disposal. 

The gain or loss arising from de-recognition of an intangible asset is included in surplus or deficit 
when the asset is derecognised. Gains are not included in revenue. 

Gains or losses are calculated as the difference between the net book value of assets (cost less 
accumulated amortisation and accumulated impairment losses) and the sales proceeds. This is 
included in surplus or deficit for the year as a gain or loss on disposal of intangible assets. 

5. INVESTMENT PROPERTY 

5.1 Initial Recognition 

Investment property includes property (land or a building, or part of a building, or both land and 
buildings held under a finance lease) held to earn rentals and/or for capital appreciation, rather than 
held to meet service delivery objectives, the production or supply of services, or the sale of an asset 
in the ordinary course of operations. 

At initial recognition, the municipality measures investment property at fair value including 
transaction costs once it meets the definition of investment property. However, where an 
investment property was acquired through a non-exchange transaction or at a nominal value its cost 
is its fair value as at the date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 

Based on management's judgement, the following criteria have been applied to distinguish 
investment properties from owner occupied property or property held for resale: 

• All properties held to earn market-related rentals or for capital appreciation or both and that 
are not used for administrative purposes and that will not be sold within the next 12 months 
are classified as Investment Properties; 

• Land held for a currently undetermined future use. (If the municipality has not determined 
that it will use the land as owner-occupied property or for short-term sale in the ordinary 
course of business, the land is regarded as held for capital appreciation); 

• Property that is being constructed or developed for future use as investment property; 

• A building owned by the municipality (or held by the municipality under a finance lease) and 
leased out under one or more operating leases; and 

• A building that is vacant but is held to be leased out under one or more operating leases on 
a commercial basis to external parties. 
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The following assets do not fall in the ambit of Investment Property and shall be classified as 
Property, Plant and Equipment, Inventory as appropriate: 

• Property intended for sale in the ordinary course of operations or in the process of 
construction or development for such sale; 

• Property being constructed or developed on behalf of third parties; 

• Owner-occupied property, including (among other things) property held for future use as 
owner-occupied property, property held for future development and subsequent use as 
owner-occupied property, property occupied by employees such as housing for personnel 
(whether or not the employees pay rent at market rates) and owner-occupied property 
awaiting disposal; 

• Property that is leased to another entity under a finance lease; 

• Property held to provide a social service and which also generates cash inflows, e.g. property 
rented out below market rental to sporting bodies, schools, low income families, etc; and 

• Property held for strategic purposes or service delivery. 

5.2 Subsequent Measurement - Fair Value Model 

Investment property is measured using the fair value model. Investment property is carried at fair 
value, representing open market value determined annually by external valuers at the reporting 
date. Fair value is based on active market prices, adjusted, if necessary, for any difference in the 
nature, location or condition of the specific asset. A gain or loss arising from a change in the fair 
value of investment property is included in surplus or deficit for the year. 

The carrying amount of an investment property is derecognised on disposal, or when no future 
economic benefits or service potential are expected from its use or disposal. 

The gain or loss arising from derecognition of an investment property is included in surplus or deficit 
for the year when the asset is derecognised. 

Gains or losses are calculated as the difference between the net book value of assets (fair value) and 
the sales proceeds. 

6 Heritage Assets 

Heritage assets, which are culturally significant resources and which are shown at cost, are not 
depreciated owing to uncertainty regarding their estimated useful lives. 

Directive 3 allows for transitional provisions in respect of heritage assets, with specific mention of 
the following: 

If the initial accounting for heritage assets is incomplete by the end of a reporting period in which 
the Standard becomes effective or the transfer occurs, whichever is later, the entity shall report in 
its financial statements provisional amounts for those heritage assets for which the accounting is 
incomplete. 
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During the measurement period, the entity shall retrospectively adjust the provisional amounts 
recognised to reflect information obtained about facts and circumstances that existed on the 
effective date of the Standard in accordance with paragraph .121 or the transfer date in accordance 
with paragraph .122, and, if known, would have affected the measurement of the amounts 
recognised as of that date. 

During the measurement period, the entity shall also recognise additional heritage assets if 
information is obtained about the existence of those heritage assets at the effective date of the 
Standard or the transfer date, whichever is applicable, and, if it had been known, would have 
resulted in the recognition of those heritage assets at that date. The measurement period ends as 
soon as the entity receives the information it was seeking about facts and circumstances that existed 
at the effective date of the Standard or the transfer date, whichever is applicable, or learns that no 
more information is obtainable. However, the measurement period shall not exceed the later of 
three years from the effective date of the Standard or the transfer date. 

This measurement period expires at 30 June 2015 on which date the Standard needs to be fully 
complied with. 

The exemption from applying the measurement requirements of the Standard of GRAP on Heritage 
Assets implies that any associated presentation and disclosure requirements need not be complied 
with for heritage assets not measured in the accordance with the requirements of the Standard of 
GRAP on Heritage Assets 

7. FINANCIAL INSTRUMENTS 

The municipality has various types of financial instruments and these can be broadly categorised as 
either Financial Assets or Financial Liabilities. 

7.1 Financial Assets - Classification 

A financial asset is any asset consisting of cash or a contractual right to receive cash. The 
municipality has the following types of financial assets as reflected on the face of the Statement of 
Financial Position or in the notes thereto: 

• Investments in Fixed Deposits (Banking Institutions, etc) 

• Long-term Receivables 

• Consumer Debtors 

• Certain Other Debtors 

• Short-term Investment Deposits 

• Bank Balances and Cash 
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In accordance with GRAP 104, the Financial Assets of the municipality are classified as follows into 
the three categories allowed by this standard: 


Type of Financial Asset 

Short-term Investment Deposits - Call 
Bank Balances and Cash 
Long-term Receivables 
Consumer Debtors 
Other Debtors 

Investments in Fixed Deposits 


Classification in terms of GRAP 104 

Financial assets at amortised cost 
Financial assets at amortised cost 
Financial assets at amortised cost 
Financial assets at amortised cost 
Financial assets at amortised cost 
Financial assets at amortised cost 


Financial assets at amortised cost are non-derivative financial assets with fixed or determinable 
payments that are not quoted in an active market. They are included in current assets, except for 
maturities greater than 12 months, which are classified as non-current assets. 


Cash and cash equivalents include cash on hand (including petty cash) and cash with banks (including 
call deposits). Cash equivalents are short-term highly liquid investments, readily convertible into 
known amounts of cash that are held with registered banking institutions with maturities of three 
months or less and are subject to an insignificant risk of change in value. For the purposes of the 
cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with 
banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as financial 
assets: loans and receivables. 


7.2 Financial Liabilities - Classification 


A financial liability is a contractual obligation to deliver cash or another financial asset to another 
entity. The municipality has the following types of financial liabilities as reflected on the face of the 
Statement of Financial Position or in the notes thereto: 

• Long-term Liabilities 

• Certain Other Creditors 

• Bank Overdraft 

• Short-term Loans 

• Current Portion of Long-term Liabilities 

• Consumer Deposits 

In accordance with GRAP 104, the Financial Liabilities of the municipality are classified into the 
following category as allowed by this standard 

• Financial liabilities at amortised cost. 
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Financial liabilities at amortised cost are initially measured at fair value, net of transaction costs. 
These are subsequently measured at amortised cost using the Effective interest method, with 
interest expense recognised on an effective yield basis. 

7.3 Initial and Subsequent Measurement 

7.3.1 Financial Assets: 

Financial assets at amortised cost are initially measured at fair value plus transaction costs that are 
directly attributable to the acquisition or issue of the financial asset. Subsequently, these assets are 
measured at amortised cost using the Effective Interest Method less any impairment, with revenue 
recognised on an effective yield basis. 

7.3.2 Financial Liabilities: 

Financial Liabilities at amortised cost are initially measured at fair value net of transaction costs. 
Subsequently, these liabilities are measured at amortised cost using the effective interest method, 
with interest expense recognised on an effective yield basis.. 

Financial liabilities are recognised on the trade date at which the municipality becomes a party to 
the contractual provisions of the instrument. 

7.4 Impairment of Financial Assets 

Financial assets are assessed for indicators of impairment at reporting date. Financial assets are 
impaired where there is objective evidence of impairment of Financial Assets (such as the probability 
of insolvency or significant financial difficulties of the debtor). If there is such evidence the 
recoverable amount is estimated and an impairment loss is recognised in accordance with GRAP 
104. 

Initially Accounts Receivable are valued at fair value and subsequently carried at amortised cost 
using the effective interest rate method. An estimate is made for doubtful debt based on past 
default experience of all outstanding amounts at year-end. Amounts receivable within 12 months 
from the date of reporting are classified as current. 

A provision for impairment of trade receivables is established when there is objective evidence that 
the municipality will not be able to collect all amounts due according to the original terms of 
receivables. The amount of the provision is the difference between the asset's carrying amount and 
the present value of estimated future cash flows, discounted at the original effective interest rate. 

The provision is made whereby the recoverability of Consumer Debtors is assessed individually or 
collectively after grouping the assets in financial assets with similar credit risk characteristics if 
individual assessment was not possible. 

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial 
assets and recognised in surplus or deficit for the year with the exception of trade receivables, 
where the carrying amount is reduced through the use of an allowance account. When a trade 
receivable is considered uncollectible, it is written off against the allowance account. Subsequent 
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recoveries of amounts previously written off are credited against the allowance account. Changes in 
the carrying amount of the allowance account are recognised in surplus or deficit for the year. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be 
related objectively to an event occurring after the impairment was recognised, the previously 
recognised impairment loss is reversed through surplus or deficit for the year to the extent that the 
carrying amount of the instruments at the date the impairment is reversed does not exceed what 
the amortised cost would have been had the impairment not been recognised. 

7.5 De-recognition of Financial Assets 

The municipality derecognises Financial Assets only when the contractual rights to the cash flows 
from the asset expire or it transfers the financial asset and substantially all the risks and rewards of 
ownership of the asset to another entity, except when Council approves the write-off of Financial 
Assets due to non-recoverability. 

If the municipality neither transfers nor retains substantially all the risks and rewards of ownership 
and continues to control the transferred asset, the municipality recognises its retained interest in 
the asset and an associated liability for amounts it may have to pay. If the municipality retains 
substantially all the risks and rewards of ownership of a transferred financial asset, the municipality 
continues to recognise the financial asset and also recognises a collateralised borrowing for the 
proceeds received. 

7.6 De-recognition of Financial Liabilities 

The municipality derecognises Financial Liabilities when, and only when, the municipality's 
obligations are discharged, cancelled or they expire. 

8. INVENTORIES 

Inventories comprising consumable stores, raw materials and finishing goods are initially measured 
at cost except where inventories are acquired at no cost, or for nominal consideration, then their 
costs are their fair value as at the date of acquisition. 


Subsequently inventories are measured at the lower of cost and net realisable value, determined on 
the weighted average cost. 

Inventories are measured at the lower of cost and current replacement cost where they are held for: 

• distribution at no charge or for a nominal charge; or 

• consumption in the production process of goods to be distributed at no charge or for a 
nominal charge 

Unsold properties represent unsold units in economic selling schemes where the net realisable value 
of each unit is either nil or a nominal amount. As a consequence of the passage of time the 
municipality is not in a position to determine the cost of such inventory. Furthermore, the use of 
current replacement cost would not only distort the statement of financial position by inflating the 
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value of inventories but would also result in a credit to the housing operating account contrary to 
section 14 of the Housing Act, 1998. Accordingly unsold properties are stated in the annual financial 
statements at net realisable value. 

Redundant and slow-moving inventories are identified and written down from cost to net realisable 
value with regard to their estimated economic or realisable values. 

9. REVENUE RECOGNITION 

9.1 General 

Revenue from exchange transactions 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in 
return for services rendered / goods sold, the value of which approximates the consideration 
received or receivable. 

Revenue comprises the fair value of the consideration received or receivable for the sale or 
rendering of services in the ordinary course of the municipality's activities. Revenue is shown net of 
value-added tax, returns, rebates and discounts. 

The municipality recognises revenue when the amount of revenue can be reliably measured, it is 
probable that future economic benefits or service potential will flow to the municipality and when 
specific criteria have been met for each of the municipality's activities as described below. The 
amount of revenue is not considered to be reliably measurable until all contingencies relating to the 
sale have been resolved. The municipality bases its estimates on historical results, taking into 
consideration the type of customer, the type of transaction and the specifics of each arrangement. 

Revenue from non-exchange transactions 

Revenue from non-exchange transactions refers to transactions where the municipality received 
revenue from another entity without directly giving approximately equal value in exchange. Revenue 
from non-exchange transactions is recognised to the extent that the related receipt or receivable 
qualifies for recognition as an asset and there is no liability to repay the amount. 

9.2 Revenue from Exchange Transactions 
9.2.1 Service Charges 

Service charges relating to electricity are based on consumption. Meters are read on a monthly basis 
and are recognised as revenue when invoiced. Provisional estimates of consumption, based on the 
consumption history, are made monthly when meter readings have not been performed. The 
provisional estimates of consumption are recognised as revenue when invoiced, except at year-end 
when estimates of consumption up to year-end are recorded as revenue without being invoiced. 
Adjustments to provisional estimates of consumption are made in the invoicing period in which 
meters have been read. These adjustments are recognised as revenue in the invoicing period. In 
respect of estimates of consumption between the last reading date and the reporting date, an 
accrual is made based on the average monthly consumption of consumers. 
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Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying 
the approved tariff to each property that has improvements. Tariffs are determined per category of 
property usage, and are levied monthly based on the number of refuse containers on each property. 

In circumstances where services cannot readily be measured and quantified, a flat rate service 
charge is levied monthly on such properties. 

9.2.2 Pre-paid Electricity 

Revenue from the sale of electricity pre-paid meter cards are recognised at the point of sale. 
Revenue from the sale of electricity prepaid meter cards made in the last month of the financial year 
is recognised based on an estimate of the prepaid electricity consumed as at the reporting date with 
reference to the consumption patterns of the individual users. 

9.2.3 Finance income 

Interest earned on investments is recognised in surplus or deficit for the year on the time 
proportionate basis that takes into account the effective yield on the investment. 

9.2.4 Tariff Charges 

Revenue arising from the application of the approved tariff of charges is recognised when the 
relevant service is rendered by applying the relevant authorised tariff. This includes the issuing of 
licences and permits. 

9.2.5 Rentals 

Revenue from the rental of facilities and equipment classified as operating leases is recognised on a 
straight-line basis over the term of the lease agreement where material, where such lease periods 
span over more than one financial year. 

9.3 Revenue from Non-exchange Transactions 

9.3.1 Rates and Taxes 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. 
Collection charges are recognised when such amounts are legally enforceable. Penalty interest on 
unpaid rates is recognised on a time proportion basis with reference to the principal amount 
receivable and effective interest rate applicable. A composite rating system charging different rate 
tariffs is employed. Rebates are granted to certain categories of ratepayers and are deducted from 
revenue. 

9.3.2 Fines 

Fines constitute both spot fines and summonses. 

Revenue from traffic fines is initially measured on the value stipulated on the notice, summons or 
equivalent document. 
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The revenue from traffic fines is subject to further judicial process which is outside the municipality's 
control. These reductions are not considered in measuring the revenue and receivable on initial 
recognition. This is because of the high degree of uncertainty in estimating the likely outcome of this 
process. Once this separated process has been concluded, any reductions are accounted for as a 
change in estimated revenue and are accounted for as a change in accounting estimate. 

9.3.3 Public contributions 

Revenue from public contributions is recognised when all conditions associated with the 
contribution have been met or where the contribution is to finance property, plant and equipment, 
when such items of property, plant and equipment are brought into use. Revenue is recognised at 
the fair value of the consideration received. Where public contributions have been received and the 
municipality has not met the condition, a liability is recognised. 

9.3.4 Revenue from Recovery of Unauthorised, Irregular, Fruitless and Wasteful Expenditure 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on 
legislated procedures, including those set out in the Municipal Finance Management Act (Act No. 56 
of 2003) and is recognised when the recovery thereof from the responsible councillors or officials is 
virtually certain. Such revenue is based on legislated procedures. 

9.3.5 Tariff Charges 

Revenue arising from the application of the approved tariff of charges is recognised when the 
relevant service is rendered by applying the relevant authorised tariff. This includes the issuing of 
licences and permits. 

10. GOVERNMENT GRANTS AND RECEIPTS 

Income received from conditional grants, donations and funding are recognised as revenue to the 
extent that the municipality has complied with any of the criteria, conditions or obligations 
embodied in the agreement. To the extent that the criteria, conditions or obligations have not been 
met, a liability is recognised. Government grants that are receivable as compensation for expenses 
or losses already incurred or for the purpose of giving immediate financial support to the 
municipality with no future related costs, are recognised as Accounts Receivable in the period in 
which they become receivable. 

Interest earned on investments is treated in accordance with grant conditions. If it is payable to the 
funder it is recorded as part of the liability and if it is the municipality's interest it is recognised as 
interest earned in surplus of deficit for the year. 

11. PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a result 
of past events, it is probable that an outflow of resources embodying economic benefits or service 
potential will be required to settle the obligation and a reliable estimate can be made of the 
obligation. 
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Future events that may affect the amount required to settle an obligation are reflected in the 
amount of a provision where there is sufficient objective evidence that they will occur. Gains from 
the expected disposal of assets are not taken into account in measuring a provision. Provisions are 
not recognised for future operating losses. The present obligation under an onerous contract is 
recognised and measured as a provision. 

Provisions are reviewed at reporting date and the amount of a provision is the present value of the 
expenditure expected to be required to settle the obligation. When the effect of discounting is 
material, provisions are determined by discounting the expected future cash flows that reflect 
current market assessments of the time value of money. The impact of the periodic unwinding of 
the discount is recognised in the Statement of Financial Performance as a finance cost as it occurs. 

12. EMPLOYEE BENEFITS 

GRAP 25: Employee Benefits 

The objective of GRAP 25 is to prescribe the accounting and disclosure for employee benefits. The 
Standard of GRAP requires a municipality to recognise: 

a liability when an employee has provided service in exchange for employee benefits to be 
paid in the future; and 

an expense when a municipality consumes the economic benefits or service potential arising 
from service provided by an employee in exchange for employee benefits. 

The Standard of GRAP states the recognition, measurement and disclosure requirements of: 

• short term employee benefits; 

• all short term employee benefits; 

• short term compensated absences; 

• bonus, incentive and performance related payments; 

• post employment benefits; 

• other long term employee benefits; and 

• termination benefits. 

The municipality has adopted GRAP 25 Employee Benefits in the current year. 

The objective of GRAP 25 is to prescribe the accounting and disclosure for employee benefits. The 
municipality has recognised: 

• a liability when an employee has provided service in exchange for employee benefits to be 
paid in the future; and 

• an expense when a municipality consumes the economic benefits or service potential arising 
from service provided by an employee in exchange for employee benefits. 
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This municipality recognises all actuarial gains and losses and past service costs immediately in the 
statement of financial performance once occurred. 

12.1 Short-term Employee Benefits 

Remuneration to employees is recognised in surplus or deficit for the year as the services are 
rendered, except for non-accumulating benefits, which are only recognised when the specific event 
occurs. 

The costs of all short-term employee benefits such as leave pay, are recognised during the period in 
which the employee renders the related service. The liability for leave pay is based on the total 
accrued leave days at year end and is shown as an accrual in the Statement of Financial Position. 

The municipality recognises the expected cost of performance bonuses only when the municipality 
has a present legal or constructive obligation to make such payment and a reliable estimate can be 
made. 

12.2 Past service costs 

Past service costs are recognised immediately in surplus or deficit, unless the changes to the pension 
plan are conditional on the employees remaining in service for a specified period of time (the vesting 
period). In this case, the past-service costs are amortised on a straight-line basis over the vesting 
period. 

12.3 Defined Contribution Plans 

A defined contribution plan is a plan under which the municipality pays fixed contributions into a 
separate entity. The municipality has no legal or constructive obligation to pay further contributions 
if the fund does not hold sufficient assets to pay all employees the benefits relating to service in the 
current or prior periods. 

The municipality's contributions to the defined contribution funds are established in terms of the 
rules governing those plans. Contributions are recognised in surplus or deficit for the year in which 
the service is rendered by the relevant employees. Prepaid contributions are recognised as an asset 
to the extent that a cash refund or a reduction in the future payments is available. The municipality 
has no further payment obligations once the contributions have been paid. 

12.4 Defined Benefit Plans 

A defined benefit plan is a post- employment benefit plan other than a defined contribution plan. 

For defined benefit plans the cost of providing the benefits is determined using the projected unit 
credit method. 

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions 
are charged to surplus or deficit for the year in which they arise. 

12.4.1 Pension obligations 

The municipality and its employees contribute to the Natal Joint Municipal Pension Fund 
(Superannuation, Retirement and Provident fund). The contributions to fund obligations for the 
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payment of retirement benefits are charged against income in the year they become payable. Natal 
Joint Superannuation & Retirement Funds are defined benefit funds. The Natal Joint Provident Fund 
is a defined contribution funds. 

The schemes are funded through payments to fund administrator or trustee-administered funds, 
determined by periodic actuarial calculations. 

Defined benefit plans have been accounted for as defined contribution plans in accordance with the 
requirements on multi-employer plans where sufficient information is not available to account for 
such plans as defined benefit plans. As the fund administrators do not have sufficient information 
available to allocate the shortfall on liabilities to individual employers, no liability is recognised for 
any shortfall of fund asset as compared to fund liabilities. Any surcharges that may be levied by the 
fund from time to time in order to compensate for shortfalls, are recognised as expenses in the 
period in which they become payable to the fund. As surcharges are advised long in advance, based 
on actuarial valuations of the fund as a whole, the necessary provision for the payment thereof is 
made in the course of the municipality's normal budgeting processes." 

12.4.2 Post-retirement Health Care Benefits: 

The municipality has an obligation to provide Post-retirement Health Care Benefits to certain of its 
retirees. According to the rules of the Medical Aid Funds, with which the municipality is associated, 
a member (who is on the current Conditions of Service), on retirement, is entitled to remain a 
continued member of the Medical Aid Fund, in which case the municipality is liable for a certain 
portion of the medical aid membership fee. 

The defined benefit liability is the aggregate of the present value of the defined benefit obligation 
and recognised actuarial gains and losses, adjusted by past service costs where applicable. The plan 
is unfunded. The present value of the defined benefit obligation is calculated using the projected 
unit credit method, incorporating actuarial assumptions and an appropriate discount rate. 

Valuations of these obligations are carried out every year by independent qualified actuaries. 

Actuarial gains or losses are accounted for in full and are recognised in the Statement of Financial 
Performance. 

12.4.3 Long-service Allowance 

The municipality has an obligation to provide Long-service Allowance Benefits to all of its employees. 
According to the rules of the Long-service Allowance Scheme, which the municipality instituted and 
operates, an employee (who is on the current Conditions of Service), is entitled to a cash allowance, 
as well as additional once-off leave calculated in terms of the rules of the scheme, after 10, 15, 20, 
25, 30, 35, 40 and 45 years of continued service. 

The municipality's liability is based on an actuarial valuation. The projected unit credit method has 
been used to value the liabilities. Actuarial gains and losses on the long-term incentives are 
accounted for in surplus or deficit for the year. 

Actuarial gains or losses are accounted for in full and are recognised in surplus or deficit for the year. 
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13. LEASES 

13.1 The Municipality as Lessee 

Leases are classified as finance leases where substantially all the risks and rewards associated with 
ownership of an asset are transferred to the municipality. Property, plant and equipment or 
Intangible Assets subject to finance lease agreements are capitalised at amounts equal to the fair 
value of the leased asset or, if lower, the present value of the minimum lease payments, each 
determined at the inception of the lease. Corresponding liabilities are included in the Statement of 
Financial Position as Finance Lease Liabilities. The corresponding liabilities are initially recognised at 
the inception of the lease and are measured as the sum of the minimum lease payments due in 
terms of the lease agreement, discounted for the effect of interest. In discounting the lease 
payments, the municipality uses the interest rate that exactly discounts the lease payments and 
unguaranteed residual value to the fair value of the asset plus any direct costs incurred. Lease 
payments are allocated between the lease finance cost and the capital repayment using the effective 
interest rate method. Lease finance costs are expensed when incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated 
accounting policies applicable to Property, plant, equipment or Intangible Assets. The lease liability is 
reduced by the lease payments, which are allocated between the lease finance cost and the capital 
repayment using the effective interest rate method. Lease finance costs are expensed when 
incurred. The accounting policies relating to de-recognition of financial instruments are applied to 
lease payables. The lease asset is depreciated over the shorter of the asset's useful life or the lease 
term. 

Operating leases are those leases that do not fall within the scope of the above definition. 

Operating lease rentals are recognised as an expense in surplus or deficit for the year on a straight- 
line basis over the term of the relevant lease. 

In the event that lease incentives are received to enter into operating leases, such incentives are 
recognised as a liability. The aggregate benefit of incentives is recognised as a reduction of rental 
expense on a straight-line basis, except where another systematic basis is more representative of 
the time pattern in which economic benefits from the leased asset are consumed. 

13.2 The Municipality as Lessor 

Operating lease rental income is recognised on a straight-line basis over the term of the relevant 
lease. 

14. BORROWING COSTS 

In accordance with the standard, the municipality has opted to expense all borrowing costs. 

15. VALUE ADDED TAX 

The Municipality accounts for Value Added Tax on the payments basis. 
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16. CASH AND CASH EQUIVALENTS 

Cash includes cash-on-hand and cash with banks. Cash equivalents are short-term highly liquid 
investments that are held with registered banking institutions with maturities of three months or 
less and are subject to an insignificant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
deposits held on call with banks and investments in financial instruments, net of bank overdrafts. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are 
expensed as incurred. 

17. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in 
terms of the conditions of an allocation received from another sphere of government, municipality 
or organ of state and expenditure in the form of a grant that is not permitted in terms of the 
Municipal Finance Management Act (Act No 56 of 2003) 

18. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act 
No 56 of 2003), the Municipal Systems Act (Act No 32 of 2000), and the Public Office Bearers Act (Act 
No 20 of 1998) or is in contravention of the Municipality's or Municipal Entities' supply chain 
management policies. Irregular expenditure excludes unauthorised expenditure 

19. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been 
avoided had reasonable care been exercised. 

21. RELATED PARTIES 

Individuals, including councillors, as well as their close family members, and/or entities are related 
parties if one party has the ability, directly or indirectly, to control or jointly control the other party 
or exercise significant influence over the other party in making financial and/or operating decisions. 
Key management personnel is defined as the Municipal Manager, Chief Financial Officer and all 
other managers reporting directly to the Municipal Manager or as designated by the Municipal 
Manager. 

22. EVENTS AFTER THE REPORTING DATE 

Events after the reporting date that have been classified as adjusting events have been accounted 
for in the Annual Financial Statements. The events after the reporting date that are classified as non- 
adjusting events after the reporting date have been disclosed in the notes to the Annual Financial 
Statements. 
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23. CONTINGENT ASSETS AND CONTINGENT LIABILITIES 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the 
notes to the annual financial statements. 

24. CAPITAL COMM ITM ENTS 

In terms of GRAP 17 and GRAP 102, contractual commitments are disclosed for all assets and 
intangible assets. The commitment is measured at the value of the contract less amounts paid until 
year end. Where contacts or letters of awards have been issued, this is classified as an approved and 
contracted commitment. 
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2016 2015 

R R 


1 . HOUSING OPERATING ACCOUNT 

Housing Operating Account 


8 728 156 


8 728 156 


The Housing Operating Account is represented by the foiiowing assets and 
iiabiiities: 


Fixed Assets 

2 812 295 


2 833 348 

Housing Inventory 

266 453 


323 637 

Debtors 

155 359 


166 102 

Debtors: Department of Housing 

251 934 


251 934 

Accumulations 

5 327 471 


5 262 117 

Prepaid debtors 

( 85 355) 


( 108 982) 

Total Housing Operating Account Assets and Liabilities 

8 728 156 


8 728 156 

LONG-TERM LIABILITIES 

Non Annuity Loans 

253 630 169 


222 167 128 

Annuity Loans 

- 


2 829 142 

Sub-total 

253 630 169 


224 996 271 

Less: Current portion transferred to current liabilities 

13 396 358 


12 628 140 

Non Annuity Loans 

13 396 358 


11 552 026 

Annuity Loans 

- 


1 076 115 


Totai Long term iiabiiities 240 233 811 212 368 130 


Refer to Appendix A for more detail on long-term liabilities. 

Non Annuity Loans - Bank Loans 

Bear interest at 8.23% to 10.60% and is redeemed in bi-annual instalments, 
including interest, over varying periods until 2032. 

Annuity loans 

Bear interest at rates between 12% and 16.5% per annum, are being 
redeemed in quarterly instalments, including interest, over varying periods 
until 2017. The municipality adopted to early settle these loans in the current 
financial year. 

All loans are unsecured 

Utilisation of Long Term Liabilities 

Long term liabilities have been used to finance Property, Plant & Equipment. 
The facility not yet utilized as at 30 June 2016 is R2 186 333. 
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2016 2015 

R R 


3. NON-CURRENT PROVISIONS 

3.1 Provision for the rehabilitation of the landfill site 9 489 786 8 459 749 

Sub-total 9 489 786 8 459 749 


Less: Current portion transferred to current liabilities (refer to Note 6) 
Provision for the rehabilitation of the landfill site 


1 355 656 1 319 908 

1 355 656 I I 1 319 908 


Total Non-Current Provisions 


8 134 130 


7 139 841 


Landfill site rehabilitation 


Balance at beginning of year 8 459 749 8 262 395 

Contributions / (Reduction) to provision 1 030 037 197 354 


Balance at end of year 


9 489 786 


8 459 749 


The provision created for the rehabilitation of the landfill site is based on a 
professional study conducted by Ecological and Environmental Services of 
the rehabilitation costs of the Shakaville dumpsite. 


The provision is calculated in line with the medium term revenue and 
expenditure framework of the Council. Council intends commencing spending 
against this provision in accordance with the 2016/2017 operating budget 
over a period of two (2) years. 


The provision reflects a current value of R9 489 786 expenditure discounted 
net of a rate of 10.50% pa (Prime interest rate) (2015:- 9.25%). 


4. EMPLOYEE BENEFITS 
4. 1 Pension benefits 


The Municipality’s personnel are members of one of the Natal Joint Municipal 
Pension retirement funds, namely the Superannuation, Retirement and 
Provident Funds. As the aforementioned funds are multi-employer funds, the 
allocation of any surplus/deficit to individual municipalities cannot be 
determined. Furthermore disclosure of further details such as actuarial 
assumptions, cannot be attributed to any specific municipality and is of no 
relevance to users of the municipality’s financial statements. 


Superannuation 

The interim valuation carried out on the Superannuation Fund as at 31 March 
2015 reflected: 


The valuation reveals that the total fund is 100% funded on the "best 
estimate" basis as at the valuation date, but that it is not fully funded on the 
"financial soundness "basis incorporating a Solvency Reserve. In terms of 
the scheme, the surcharge of 9.5% of pensionable salaries continue to be 
paid to build up the Solvency Reserve to the full theoretical level. This 
Reserve is to protect the fund against adverse experience on the active 
member liabilities and assets. The valuator is satisfied that the asset 
composition on the valuation date is appropriate to the nature of the liabilities 
and that the investment strategy of the Fund is suitable for the fund. In his 
view the Fund is in a sound financial position as at the valuation date. 
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4. EMPLOYEE BENEFITS (Continued) 
Provident Fund 


The interim valuation carried out on the Provident Fund as at 31 March 2015 
reflected: 

The actuarial valuation of the fund was taken as R2 636b at the valuation 
date. 

Total liabilities, Reserves and Accounts of the fund as at valuation date was 
R2 453b. 

The assets exceeded the liabilities and reserves. The fund is in a sound 
position as at the valuation date. 

Retirement Fund 


The latest statutory valuation of the Retirement Fund (defined benefit) as at 
31 March 2015 reflected: 

The fund is 96.1% funded on the "best estimate "basis as at the valuation 
date . The pensioner liabilities are fully funded and the liabilities in respect of 
active members are 91 .1 % funded. The fund self insures its risk benefits. 
The view of the consultant is that the Fund is not in a sound position as at 
the valuation date but the deficit is being funded by the surcharge that is 
being paid. The deficit is expected to eliminated within the period allowed in 
the "Scheme to Eliminate Deficiency". 


4.2 Post-employment medical benefits 


The municipality operates on 5 accredited medical aid schemes, namely 
Bonitas, Key Health, LA Health, Samwumed and HosMed. 


Pensioners continue on the option they belonged to on the day of their 
retirement. The independent valuers. Arch Actuarial Consulting , carry out a 
statutory valuation on an annual basis. 


The principal actuarial assumptions used were as follows: 


In estimating the liability for post-employment medical aid benefits a number 
of assumptions are required as per GRAP 25. APN 30 states that the 
assumptions should be realistic and mutually compatible. The most relevant 
actuarial assumptions used in this valuation are discussed below. 


Discount rate per annum 

9,54% 

Yield Curve 

Health care cost inflation rate 

8,58% 

Yield Curve 

Net effective discount rate 

0,88% 

Yield Curve 

Average retirement age 

63 

63 

Proportion continuing membership at retirement 

100% 

90% 

Proportion of retiring members who are married 

90% 

90% 

Mortality during employment 

SA 85-90 

SA 85-90 

Mortality post-retirement 

(No explicit assumption was made about additional 
mortality or health care costs due to AIDS). 

PA (90) 

PA90 ultimate 

Percentage of in-service members withdrawing before retirement: 

Males Females 

Males Females 

Age 20-24 

16% 24% 

16% 24% 

Age 25-29 

16% 24% 

12% 18% 

Age 30 - 34 

12% 18% 

10% 15% 

Age 35 - 39 

10% 15% 

8% 10% 

Age 40 - 44 

8% 10% 

6% 6% 

Age 45 - 49 

6% 6% 

4% 4% 

Age 50 - 54 

4% 4% 

2% 2% 

Age 55 - 59 

2% % 

1% 1% 

Age 60+ 

0% 0% 

0% 0% 
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4. EMPLOYEE BENEFITS (Continued) 

Discount Rate: 

Grap 25 stipulates that the choice of the economic assumptions should 
reflect government bond yields consistent with the estimated term of the 
employee benefit liabilities. Therefore these assumed future rates were 
deducted from the yield curve obtained from the Bond Exchange of South 
Africa after the market close on 30 June 2016 and calculated using a liability- 
weighted average of the duration-dependent yields for each of the three 
components of the liability. 


The amounts recognised in the Statement of Financial Position 

were determined as being the present value of the obligation: 84 223 031 66 818 000 


Movement in the defined benefit obligation is as follows: 

Balance at beginning of the year 
Current service cost 
Interest cost 
Benefit payments 
Actuarial (gains)/losses 

Balance at end of year 


66 818 000 
2 513 000 
6 137 000 
( 2 138 000) 
10 893 031 


65 031 000 
2 988 000 
5 862 000 
{ 2 077 000) 
{ 4 986 000) 


84 223 031 


66 818 000 


The amounts recognised in the Statement of Financial 
Performance were as follows: 


Current service cost 
Interest cost 
Benefit payments 
Actuarial (gains)/losses 


2 513 000 
6 137 000 
( 2 138 000) 
10 893 031 


2 988 000 
5 862 000 
{ 2 077 000) 
{ 4 986 000) 


TOTAL 17 405 031 1 787 000 


SENSITIVITY ANALYSIS 


The results presented are based on a number of assumptions. The extent to 
which the actual liability faced in the future by the Municipality differs from 
these results, will depend on the extent to which actual experience differs 
from the assumptions made. 


The assumption which tends to have the greatest impact on the results is the 
rate of health care cost inflation relative to the discount rate. 


SENSITIVITY RESULTS 


The liability at the Valuation Date was recalculated to show the effect of: 

(1 ) A 1 % increase and decrease in the assumed rate of health care cost 
inflation; 

(2) A 1 % increase and decrease in the discount rate; 

(3) A one-year age reduction in the assumed rates of post-retirement 
mortality; 

(4) A one-year decrease in the assumed average retirement age 

(5) A 1 0% decrease in the assumed proportion of in-service members that 
continue to receive the subsidy after retirement. 
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4. EMPLOYEE BENEFITS (Continued) 

Table 1 summarises the results of the sensitivity analysis 

Sensitivity Analysis on the Accrued Liability 


Assumption 

Change 

In-service 

Continuation 

Total 

% 

change 

Central Assumptions 


48.933 

35.290 

84.223 


Health care inflation 

1 °/o 

-1 % 

53.51 e 

42.598 

37.340 

32.904 

90.856 

75.602 

8% 

-10°/o 

Discount Rate 

1 

-1 % 

39.730 

61 .029 

31 .995 

39.228 

71 .725 

1 00.257 

-15% 

19% 

Post-retirement mortality 

-1 yr 

50.473 

36.498 

86.972 

3% 

Average retirement age 

-1 yr 

51 .756 

35.290 

87.046 

3% 

Continuation of 
membership at retirement 

-1 o% 

44.287 

35.290 

79.577 

-6% 


Note: The post-retirement mortality adjustment assumes that someone aged 
70 will experience the mortality of someone aged 69. The liability is expected 
to increase under this scenario because members are expected to live 
longer. 


The table above indicates, for example, that if medical inflation is 1% greater 
than the long-term assumption made, the liability will be 8% higher than that 
shown. 


Table 2 summarises the results of this analysis on the Current - service and 
Interest Costs 


Sensitivity Analysis on Current-service and Interest Costs 


Assumption 

Change 

Current- 
service Cost 

Interest Cost 

Total 

% 

change 

Central Assumptions 


2,513,000 

6,137,000 

8,650,000 


Health care inflation 

-1-1% 

-1% 

2.588.000 

2.397.000 

6.354.000 

5.849.000 

8.942.000 

8.246.000 

3% 

-5% 

Post-retirement mortality 

-20% 

2,704,000 

6,563,000 

9,267,000 

7% 


-t-20% 

2,345,000 

5,772,000 

8,117,000 

-6% 


HISTORY OF LIABILITIES, ASSETS AND EXPERIENCE ADJUSTMENTS 


The following table summarises the accrued liabilities and the plan assets for 
the current period and the previous four periods. 

History of liabilities and assets (R millions) 


Liability History 

30/06/2012 

30/06/2013 

30/06/2014 

30/06/2015 

30/06/2016 

Accrued liability 

55.990 

59.973 

65.031 

66.818 

84.223 

Fair value of plan asset 

0.000 

0.000 

0.000 

0.000 

0.000 

Surplus / (Deficit) 

(55.990) 

(59.973) 

(65.031) 

(66.818) 

(84.223) 
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4. EMPLOYEE BENEFITS (Continued) 

4.3 Long service awards and retirement gifts 

The independent valuers, Arch Actuarial Consulting, carry out a statutory 
valuation on an annual basis. 

The principal actuarial assumptions used were as follows: 


In estimating the liability for long service leave benefits, a number of 
assumptions are required as per GRAP 25. These assumptions should be 
realistic and mutually compatible. The most relevant actuarial assumptions 
used in this valuation are discussed below. 


Discount rate per annum 

8.54% 

Yield Curve 

General Salary Inflation (long term) 

7.20% 

Equal to CPI + 1% 

Net effective discount rate 

1 .25% 

Yield Curve based 

Examples of mortality rates used were as follows: 

Average retirement age 

63 years 

63 years 

Mortality during employment 

SA85-90 

SA85-90 


Members withdrawn from service: Males Females Males Females 


Age 20-24 

16% 

24% 

16% 

24% 

Age 25-29 

16% 

24% 

12% 

18% 

Age 30 - 34 

12% 

18% 

10% 

15% 

Age 35 - 39 

10% 

15% 

8% 

10% 

Age 40 - 44 

8% 

10% 

6% 

6% 

Age 45 - 49 

6% 

6% 

4% 

4% 

Age 50 - 54 

4% 

4% 

2% 

2% 

Age 55 - 59 

2% 

2% 

1% 

1% 

Age 60+ 

0% 

0% 

0% 

0% 


Discount Rate: 


Grap 25 stipulates that the choice of the economic assumptions should 
reflect government bond yields consistent with the estimated term of the 
employee benefit liabilities. Therefore these assumed future rates were 
deducted from the yield curve obtained from the Bond Exchange of South 
Africa after the market close on 30 June 2016 and calculated using a liability- 
weighted average of the duration-dependent yields for each of the three 
components of the liability. 


The amounts recognised in the Statement of Financial Position 
were determined as follows: 


Present value of funded obligations 
Fair value of plan assets 


Liability in the Statement of Financial Position 12 899 267 12 571 000 


Movement in the defined benefit obligation is as follows: 

Balance at beginning of the year 
Current service cost 
Interest cost 
Actuarial (Gain)/losses 
Benefit payments 

Balance at end of year 


12 571 000 
1 285 000 
1 180 000 
( 1 127 000) 
( 1 009 733) 


12 315 000 
1 241 000 
993 000 
( 657 000) 
{ 1 321 000) 


12 899 267 


12 571 000 
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4. EMPLOYEE BENEFITS (Continued) 

The amounts recognised in the Statement of Financial 
Performance were as follows: 


Current service cost 

1 285 000 

1 241 000 

Interest cost 

1 180 000 

993 000 

Actuarial (Gain)/losses 

( 1 127 000) 

( 657 000) 

Benefit payments 

( 1 009 733) 

{ 1 321 000) 

TOTAL 

328 267 

256 000 


In conclusion: 


Statement of Financial Position obligation for: 



Post-employment medical benefits 

84 223 031 

68 605 000 

Long Service Award 

12 899 267 

12 571 000 


97 122 298 

81 176 000 

Statement of Financial Performance obligation for: 



Post-employment medical benefits 

17 405 031 

1 787 000 

Long Service Award loss 

328 267 

256 000 


17 733 298 

2 043 000 


SENSITIVITY ANALYSIS 


The results presented are based on a number of assumptions. The extent to 
which the actual liability faced in the future by the Municipality differs from 
these results, will depend on the extent to which actual experience differs 
from the assumptions made. 


The assumption which tends to have the greatest impact on the results are: 

(1) The general salary inflation rate assumption 

(2) The discount rate assumption 

(3) The average retirement age of employees 

(4) Assumed rates of withdrawal of employees from service 

SENSITIVITY RESULTS 


The liability at the Valuation date was recalculated to show the effect of: 


(1) A 1% increase and decrease in the assumed general salary inflation rate 

(2) A 1 % increase and decrease in the discount rate 

(3) A two-year decrease and increase in the assumed average retirement age 
of employees 

(4) A 50% decrease in the assumed withdrawal rates from service 
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4. EMPLOYEE BENEFITS (Continued) 

Tables 1 summarises the results of the sensitivity anaiysis. 


Sensitivity Analysis of the Unfunded Accrued Liability (in R Millions) 


Assumption 

Change 

Liability 

% change 

Central assumptions 


12.899 


General salary inflation 

-t-1 % 

1 3.798 

7% 

-1 % 

12.089 

-6% 

Discount Rate 

-t-1 % 

12.053 

-7% 

-1 % 

1 3.856 

7% 

Average retirement age 

-2 yrs 

1 1 .817 

-8% 

- 1-2 yrs 

14.084 

9% 

Withdrawal rates 

-50% 

1 5.1 86 

1 8% 


The tabie above indicates, for exampie, that if saiary inflation is 1% greater 
than the iong-term assumption made, the iiabiiity wiil be 7% higher 


Tabie 2 summarises the resuits of this anaiysis on the Current-service and 
Interest Costs for the year ending 30 June 2016 


Sensitivity Analysis on Current-service and Interest Costs 


Assumption 

Change 

Current- 

service 

Cost 

Interest 

Cost 

Total 

% change 

Central assumptions 


1 ,285,000 

1 ,180,000 

2,465,000 


General salary inflation 

-1-1% 

1 ,418,000 

1 ,275,000 

2,693,000 

9% 

-1% 

1 ,169,000 

1 ,094,000 

2,263,000 

-8% 

Withdrawal rates 

-20% 

1 ,435,000 

1 ,263,000 

2,698,000 

9% 

-1-20% 

1 ,160,000 

1 ,107,000 

2,267,000 

-8% 


HISTORY OF LIABILITIES,ASSETS AND EXPERIENCE ADJUSTMENTS 

The table below summarises the accrued liabilities and the plan assets for 
the current period and the previous four periods. 

History of liabilities and assets (R millions) 


Liability History 

30/06/2012 

30/06/2013 

30/06/2014 

30/06/2015 

30/06/2016 

Accrued Liability 

9,623,976 

11,350,971 

12,315,000 

12,571,000 

12,899,267 

Plan asset 

0 

0 

0 

0 

0 

Surplus / (Deficit) 

(9,623,976) 

(11,350,971) 

(12,315,000) 

(12,571,000) 

(12,899,267) 
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5 DEPOSITS 

Electricity 30 167 576 26 160 144 


6 CURRENT PROVISIONS 

CURRENT PORTION OF PROVISIONS: 


Rehabilitation of the landfill site - current portion 

1 355 656 

1 319 908 


1 355 656 

1 319 908 

ADJUSTMENT TO CURRENT PROVISION: 

Reimbursement of Developers Contribution - current provision 

16 243 342 

- 


16 243 342 

. 



17 598 999 

1 319 908 

TRADE & OTHER PAYABLES 

Trade creditors 

110 201 355 

88 669 875 

Payments received in advance 

18 532 965 

22 185 269 

Deposits - other 

4 296 544 

3 774 929 

Staff leave 

11 865 870 

11 429 933 

Staff bonus 

6 359 453 

6 055 309 

Cheques payments not yet presented to bank 

6 449 364 

10 728 190 

Retentions 

22 395 349 

17 686 132 

Housing Agency Creditor - Department of Human Settlements 

13 255 097 

13 088 073 

Other creditors 

7 988 604 

6 053 568 


Total Creditors 201 344 602 179 671 279 


Payments in advance includes prepaid electricity accruals. 

8. UNSPENT CONDITIONAL GRANTS AND RECEIPTS 


Conditional Grants from other spheres of Government 

Municipal Infrastructure Grant 
New Library 

Department of Sports and Recreation 
Municipal Assistance Programme 
iLembe: Shared Services 
Neighbourhood Development Partnership 
Ethembeni / Charlotdale Precent 
Corridor Development 

Department of Minerals and Energy (DME) (INEP) 
Museum 

Housing Accreditation 
Disaster Rough Seas 
Small Town Rehabilitation 


Total Conditional Grants and Receipts 


- 


4 027 780 

341 643 


101 782 

182 596 


182 596 

284 401 


822 903 

- 


333 856 

- 


10 711 391 

117614 


117 614 

- 


3 626 351 

186 027 


378 973 

17 970 199 


15 922 692 

836 320 


- 

- 


3 000 000 


19 918 799 39 225 938 


See note 21 for reconciliation of grants from other spheres of government. 

These amounts are invested in a ring-fenced investment until utilized. 

9 VALUE ADDED TAXATION RECEIVABLE 14 326 616 4 798 580 


VAT is payable on the payments basis. Only once payment is received from 
debtors is VAT paid over to SARS. 
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Total 

O' 

1 374 603 441 

1 803 003 399 
(428 399 9591 

228 799 332 
15 195 302 

(1 940 4311 

(2 895 834) 
955 403 

(12 966 736) 

(44 057 501) 

(104 520) 

(980 681) 
876 161 

1 501 751 701 

1 984 206 816 
(482 455 114) 

Under 

Construction 


159 767 834 

159 767 834 

211 716 186 

(193 686 654) 
167 352 
(36 438 284) 




141 526 434 

141 526 434 

Leased assets 

O' 

256 221 

1 685 739 
(1 429 5191 



(85 309) 


170 913 

1 685 739 
(1 514 826) 

Housing 


3 335 927 

8 247 118 
(4 911 1911 



(150 685) 

(351 894) 


2 833 348 

8 247 118 
(5 413 770) 

Undeveloped 

Land 


274 974 750 

274 974 750 





274 974 750 

274 974 750 

Developed Land 


161 301 174 

161 301 174 

(535 000) 

(535 000) 

(560 000) 


160 206 174 

160 206 174 

Cemetries 


4 419 020 

5 710 047 
(1 291 0271 

(167 352) 


(258 556) 


3 993 112 

5 542 695 
(1 549 583) 

Furniture and 
Fittings 


18 466 724 

39 640 312 
(21 173 5881 

4 228 701 

1 140 468 

(20 022) 

(56 510) 
36 488 

(172 292) 

(5 596 124) 

(104 520) 

(980 681) 
876 161 

17 942 934 

43 972 290 
(26 029 356) 

infrastructure 

Electrical 


313 969 601 

488 433 285 
(174 463 6841 

3 711 809 
13 097 721 

70 064 393 

(665 269) 

(1 235 468) 
570 199 

(877 097) 

(13 392 858) 


385 908 299 

574 071 739 
(188 163 440) 

Infrastructure 

Stormwater 


96 855 822 

133 378 418 
(36 522 5971 

1 845 950 

18 800 600 


(3 453 539) 


114 048 099 

154 024 968 
(39 976 869) 

Infrastructure 

Roads 


214 206 557 

345 098 614 
(130 892 0571 

1 112479 
957 113 

89 198 274 

(298 888) 

(298 888) 

(10 364 625) 

(11 411 413) 


283 400 331 

436 067 627 
(152 667 296) 

Vehicles 


22 634 970 

49 719 702 
(27 084 7321 

1 823 720 

(421 252) 

(769 796) 
348 544 

(44 092) 

(2 948 506) 


CM 

CO 

o 

CM 

50 773 627 
(29 728 785) 

Solid Waste 


2 594 062 

3 294 497 
(700 4341 

1 342 210 


(235 305) 


3 700 967 

4 636 707 
(935 740) 

Buildings 


81 041 775 

109 835 454 
(28 793 6801 

3 018 277 

15 623 387 

(172) 

172 

(1 357 944) 

(6 323 997) 


92 001 499 

128 476 947 
(36 475 449) 

Reconciliation of Carrying Value 

Carrying Values at 

30 June 2014 

Cost 

Accumulated deoreciation and imoairment 

Additions 

Acquisitions 

Donations 

Capital under construction 
brought into use 

Reclassification of classes 

Donation of assets 

Assets written off 

Cost 

Accumulated Deoreciation 

impairment 

Depreciation 

Disposal of land 

Disoosal of unverified assets 

Cost 

Accumulated deoreciation 

Carrying Values at 

30 June 2015 

Cost 

Accumulated deoreciation and imoairment 
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INTANGIBLE ASSETS 


30 June 2016 



Total 

Carrying values as at 1 July 2015 

10 789 991 

Cost 

18 994 608 

Under Construction 

1 281 300 

Accumulated Amortisation 

(9 485 916) 

Write-off of intangible assets 


Cost 

- 

Accumulated Amortisation 

- 



Additions 

610 350 

Under Construction 

524 120 

lA not previously recognised 

- 

Amortisation 

(2 416 761) 

Carrying value closing balance as at 30 June 2016 

9 507 701 

Cost 

19 604 958 

Under Construction 

1 805 420 

Accumulated Amortisation 

( 11 902 677) 


Intangible Assets are made up as follows: 

Intangible Assets / Software R1 016 179 

Right to use / Eskom (Driefontein) R6 686 102 

Assets Under Construction R1 805 420 


30 June 2015 



Total 

Carrying values as at 1 July 2014 

11 549 526 

Cost 

19 444 654 

Accumulated Amortisation 

(7 895 128) 

Write-off of intangible assets 

( 2 609) 

Cost 

( 1 165 175) 

Accumulated Amortisation 

1 162 567 



Additions 

198 048 

Under Construction 

1 281 300 

lA not previously recognised 

517 081 

Amortisation 

( 2 753 355) 

Carrying value closing balance as at 30 June 2015 

10 789 991 

Cost 

20 275 908 

Accumulated Amortisation 

(9 485 916) 


Intangible Assets are made up as follows: 

Intangible Assets / Software R707 208 
Right to use / Eskom (Driefontein) R8 801 483 
Asset Under Construction R1 281 300 
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12. INVESTMENT PROPERTIES 

Carrying Value Opening Balance 

Gain on valuation 

Carrying Values Closing Balance 

The fair value of these properties as valued by Council's valuer at 30 June 
2016 amounts to 


87 175 000 82 030 000 

2 295 000 5 145 000 

89 470 000 87 175 000 

89 470 000 87 175 000 


Rental income derived from these properties amount to 673 144 615 746 


No amounts were expensed towards repairs and maintenance costs for 
investment properties. 

The above fair value was conducted by a valuer registered as a professional 
valuer in terms of the Property Valuers Profession Act 2000 and a member 
of the South African Institute of Valuers. 

Details of investment properties are included in a register which is available 
for inspection at the municipal offices. 

13. HERITAGE ASSETS 

Carrying value opening balance 


At Cost 105 386 18 346 

Additions - 87 040 

Carrying value closing balance 

At Cost 105 386 105 386 

14. LONG-TERM RECEIVABLES 

Housing selling scheme loans 7 426 504 9 388 446 

7 426 504 9 388 446 

Less: Allowance for impairment and future housing discounts ( 6 338 532) ( 8 319 282) 

Allowance for impairment and future housing discounts | ( 6 338 53^ | ( 8 319 28^ 

1 087 972 1 069 164 

Less: Current portion transferred to current receivables ( 5 076) ( 12 854) 

Current portion | ( 5 07^ | ( 12 854^ 

Total Receivables 1 082 896 1 056 311 

Written - off during the year 2 243 233 1 532 527 

HOUSING SELLING SCHEME LOANS 

Loans have been granted to individuals who qualified in terms of the 
KwaZulu-Natal Department of Housing’ s programme. The loans are 
repayable over terms ranging from 5 to 30 years at interest rates varying 
between 11.25% and 13.5% 
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15. INVENTORIES 


Consumable stores 
Mechanical spares 
Electrical maintenance spares 
Fuel 

Housing inventory 


405 892 
32 902 
5 969 610 
174 221 
266 453 


845 874 
32 792 
4 825 417 
181 009 
323 637 


Total Inventories 


6 849 078 


6 208 730 


Periodically, physical stock counts are carried out. 

16. RECEIVABLES FROM EXCHANGE TRANSACTIONS 


Electricity 

82 299 405 

56 893 553 

Estate 

68 661 

68 318 

Refuse 

10 161 224 

9 870 746 

VAT on Consumer debtors 

14 295 232 

12 677 368 

Legal Fees 

3 269 501 

2 478 602 

Encroachment and plot clearing 

8 595 

11 321 

Sundry Adjustments 

500 001 

878 919 

Interest 

6 715 102 

5 580 748 

Add back credits included above 

856 072 

809 768 

Total service debtors 

118 173 794 

89 269 342 

Less: Allowance for impairment 

( 57 685 200) 

(27 196 751) 

Total 

60 488 594 

62 072 592 


Electricitv: Aaeina 

Current (0 - 30 days) 

64 199 996 

38 076 218 

31-60 Days 

2 852 067 

3 148 988 

61-90 Days 

1 301 967 

3 017 090 

91 - 120 Days 

1 070 507 

1 062 807 

Greater than 120 days 

12 874 869 

11 588 449 

Total 

82 299 405 

56 893 553 

Estate: Aaeina 

Current (0 - 30 days) 

1 927 

2 115 

31-60 Days 

1 086 

2 073 

61 - 90 Days 

1 086 

1 880 

91 - 120 Days 

1 086 

1 475 

Greater than 120 days 

63 476 

60 775 

Total 

68 661 

68 318 

Refuse: Aaeina 

Current (0 - 30 days) 

3 274 011 

3 206 118 

31-60 Days 

529 898 

550 969 

61-90 Days 

417 232 

409 727 

91 - 120 Days 

352 125 

337 689 

Greater than 120 days 

5 587 959 

5 366 244 

Total 

10 161 224 

9 870 746 


KWADUKUZA MUNICIPALITY ANNUAL REPORT • 265 




KWADUKUZA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2016 


2016 2015 

R R 


16. RECEIVABLES FROM EXCHANGE TRANSACTIONS (Continued) 
VAT on Consumer Debtors: Ageing 


Current (0 - 30 days) 

10 580 513 

9 011 760 

31 - 60 Days 

471 207 

526 511 

61 - 90 Days 

246 941 

474 1 79 

91-120 Days 

206 985 

194 080 

Greater than 120 days 

2 789 586 

2 470 838 

Total 

14 295 232 

12 677 368 

Leaal Fees: Aaeina 

Current (0 - 30 days) 

497 019 

266 179 

31 - 60 Days 

119 205 

95 674 

61-90 Days 

184 476 

133 752 

91-120 Days 

215 787 

61 413 

Greater than 120 days 

2 253 015 

1 921 584 

Total 

3 269 501 

2 478 602 

Encroachment and clot clearina: Aaeina 

Current (0 - 30 days) 

124 

117 

31 - 60 Days 

124 

117 

61 - 90 Days 

- 

- 

91-120 Days 

- 

- 

Greater than 120 days 

8 347 

11 088 

Total 

8 595 

11 321 

Sundrv Adiustments: Aaeina 

Current (0 - 30 days) 

326 043 

1 285 717 

31 - 60 Days 

( 551) 

( 3 926) 

61 - 90 Days 

( 961) 

( 11 214) 

91-120 Days 

( 962) 

( 5 196) 

Greater than 120 days 

176 432 

( 386 462) 

Total 

500 001 

878 919 

interest: Aaeina 

Current (0 - 30 days) 

402 193 

389 700 

31 - 60 Days 

358 366 

315 877 

61-90 Days 

281 663 

266 870 

91-120 Days 

266 380 

243 223 

Greater than 120 days 

5 406 499 

4 365 078 

Total 

6 715 102 

5 580 748 

Add back credits inciuded above: Aaeina 

Current (0 - 30 days) 

6 571 947 

6 773 302 

31 - 60 Days 

( 788 428) 

{ 1 153 675) 

61 - 90 Days 

( 775 225) 

( 590 732) 

91-120 Days 

( 465 690) 

( 643 165) 

Greater than 120 days 

( 3 686 533) 

( 3 575 963) 


Total 856 072 809 768 
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16. RECEIVABLES FROM EXCHANGE TRANSACTIONS (Continued) 


Reconciliation of the Allowance for Impairment 


Balance at beginning of the year 

135 103 603 

119 557 419 

Receivables from exchange transactions 

Long term receivables 

Receivables from non-exchange transactions 

27 196 751 

8 319 282 
99 587 571 


27 196 751 

9 350 372 
83 010 296 

(Release from) / Contribution to provision 

13 763 451 

15 251 000 

Receivables from exchange transactions 

Long term receivables 

Receivables from non-exchange transactions 

30 460 923 
( 1 980 750) 

( 14 830 434) 


( 1 031 091) 
16 181 353 

Vat on trade receivables from exchange transactions 

Vat on trade receivables from non-exchange transactions 

13 649 739 
27 526 
86 186 


15 150 262 

100 738 


Receivables from exchange transactions 

57 685 200 


27 196 751 

Long term receivables 

6 338 532 


8 319 282 

Receivables from non-exchange transactions 

84 843 323 


99 587 571 

Balance at end of year 

148 867 055 


135 103 603 

Bad debts v/ritten off - Exchange Transactions 

856 586 


282 360 

Bad debts written off - Non - Exchange Transactions 

Bad debts written off - Long Term Receivables 

Bad debts written off - Other Debtors 

3 515 685 


6414216 

Total Bad debts written off 

4 372 271 


6 696 576 


17. RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 


Rates 

85 990 666 

79 153 423 

Other debtors 

79 731 866 

73 375 848 

Department of Housing - RDP projects 

251 934 

251 934 

Operating leases 

2 120 362 

2 153 700 

llembe debtors 

168 094 828 

154 934 906 

less: Allowance for impairment 

( 84 843 323) 

(99 587 571) 

Total Other Debtors 

83 251 505 

55 347 335 


Rates: Ageing 


Current (0 - 30 days) 1 7 861 630 1 6 924 847 

31 -60 Days 6 244 582 3 712 341 

61 - 90 Days 4 850 229 3 269 009 

91 -120 Days 4 282 123 2 761 874 

Greater than 120 days 52752 101 52 485353 


Total 

Included in the above are debtors of R1 315 150 relating to a special rating area 
established in the current financial year. 


Other Debtors: 

Included in Other Debtors are; 


Debtors in respect of Legal Fees outstanding 

Debtors: Demand Based Component 

327 313 

569 976 

Amounts to be claimed from Dept. Of Health - Clinic Expenses 

1 000 655 

999 655 

BPB Sindi Construction & Khayelihle Projects - fruitless & wasteful expenditure 

2 003 234 

2 003 234 

Contour Prepaid Vending Debtor 

841 287 

8 743 189 

Traffic Fines Debtor raised in terms of iGRAPI 

51 311 841 

38 667 275 

Licences & testing fees accrued 

139 899 

172 505 

llembe water deposits 

53 850 

6 720 

Sundry Debtors - R&G 

11 816 606 

13 684 744 

Prepaid expenditure 

8 078 620 

7 192 887 

Salaries Suspense 

- 

139 600 

Department of Human Settlements - Bridge Funding 

4 158 560 

1 196 063 


79 731 866 

73 375 848 


BPB Sindi Construction & Khayelihle Projects - This Fruitless & Wasteful expenditure is 
disclosed as part of Receivables from Non-Exchange transactions and has been fully 
impaired subject to the outcomes of Section 32 of the MFMA. 
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18. CASH AND CASH EQUIVALENTS 

ACCOUNT DESCRIPTION - Investments (MFMA requirement) 

Investments Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62099517743: Money Market Account 

32 056 975 14 398 668 

22 157 256 32 056 975 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Standard Bank Account - Stanger Branch 
Account Number 05 8756442-044: Call Account 

Bank statement and cash book balance at the beginning of the year ^ 19 555 042 

Bank statement and cash book balance at the end of the year ^ ^ 


Investments Bank Account 

Nedbank Bank Account - Stanger Branch 

Account Number 03 7881022337-000157: Call Account 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Standard Bank Account - Stanger Branch 
Account Number 058756442-077: Call Account 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


10 676 284 10017472 

10 676 284 


15 504 340 14 316 551 

16 124 484 15 504 340 


Investments Bank Account 

Nedbank Bank Account - Stanger Branch 
Account Number 03 7881022337-151: Call Account 

Bank statement and cash book balance at the beginning of the year ^ 6 717 585 

Bank statement and cash book balance at the end of the year ^ ^ 


Investments Bank Account 

ABSA Bank Account - Stanger Branch 
Account Number 2068872069: Call Account 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

ABSA Bank Account - Stanger Branch 
Account Number 2068912186: Call Account 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


7 360 418 6 803 380 

7 639 734 7 360 418 


7 385 754 6 826 799 

7 666 032 7 385 754 


Investments Bank Account 

Nedbank Bank Account - Stanger Branch 
Account Number 03 7881022337-152: Call Account 

Bank statement and cash book balance at the beginning of the year ^ 6 738 788 

Bank statement and cash book balance at the end of the year ^ ^ 


KWADUKUZA MUNICIPALITY ANNUAL REPORT • 268 




KWADUKUZA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2016 


2016 2015 

R R 


18. CASH AND CASH EQUIVALENTS (continued) 

Investments Bank Account 

Nedbank Bank Account - Stanger Branch 
Account Number 31337173-9975: Call Account 

Bank statement and cash book balance at the beginning of the year 6 591 731 6 225 823 

Bank statement and cash book balance at the end of the year 7 023 762 6 591 731 


Investments Bank Account 

ABSA Bank Account - Durban Branch 
Account Number 2070596495 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Nedbank Bank Account - Stanger Branch 
Account Number 313 371 739 9972 

Bank statement and cash book balance at the beginning of the year ^ 12 698 996 

Bank statement and cash book balance at the end of the year ^ ^ 


Investments Bank Account 

ABSA Bank Account - Stanger Branch 
Account Number 2070924953 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


12 974 137 11 992 251 

13 466 485 12 974137 


13215990 12215800 

13717 515 13215990 


Investments Bank Account 

Standard Bank Bank Account - Stanger Branch 
Account Number 05 875 6442 075 

6 438 968 6 041 632 

6 438 968 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Standard Bank Bank Account - Stanger Branch 
Account Number 05 875 6442 074 

6 438 969 6 041 632 

6 438 969 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62288308672 

520 083 520 083 

531 462 520 083 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62288306147 

260 001 260 001 

265 696 260 001 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 
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18. CASH AND CASH EQUIVALENTS (continued) 

Investments Bank Account 

Standard Bank Account - Stanger Branch 
Account Number 05 5756442-076 

Bank statement and cash book balance at the beginning of the year 18 560 166 17 414 855 

Bank statement and cash book balance at the end of the year ^ 18 560 166 


Investments Bank Account 

F\rst National Bank Account - Stanger Branch 
Account Number 62289159660 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62289162259 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 
First National Bank was instructed to close the account in June 2015. Due to an 
oversight by the bank, it had raised bank charges. The account was subsequently 
closed off in July 2015 and the bank charges reversed by the bank. 

Investments Bank Account 

First National Bank Account - Stanger Branch 
Account Number 622883081 35 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


214 964 214 964 

214 964 214 964 


{ 25) 4 336 182 

^ ( 25) 


2 972 854 2 852 716 

3 118 836 2 972 854 


Investments Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62289163215 

653 877 627 453 

685 975 653 877 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62288305230 

620 126 620 126 

620 126 620 126 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62288306618 

186 961 186 961 

186 961 186 961 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 
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18. CASH AND CASH EQUIVALENTS (continued) 

Investments Bank Account 

Standard Bank Account - Stanger Branch 
Account Number 058756442-079 

Bank statement and cash book balance at the beginning of the year 5 917 758 5 570 224 

Bank statement and cash book balance at the end of the year 6 335 979 5 917 758 


Investments Bank Account 

Nedbank Bank Account - Stanger Branch 
Account Number 38495111999-5 

Bank statement and cash book balance at the beginning of the year ^ 5 537 733 

Bank statement and cash book balance at the end of the year ^ ^ 


Investments Bank Account 

Standard Bank Account - Stanger Branch 
Account Number 058756442078 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Nedbank Bank Account - Stanger Branch 
Account Number 374035339994 

Bank statement and cash book balance at the beginning of the year ^ 11 301 414 

Bank statement and cash book balance at the end of the year ^ 


Investments Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62363519251 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


13 383 654 12 843 182 

14 039 165 13 383 654 


12 008 634 11 159 930 

12 503 916 12 008 634 


Investments Bank Account 

Nedbank Account - Stanger Branch 

Account Number 9996-19832841 : Short Term Investment Account 

89 172 86 227 

94 599 89 172 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Nedbank Account - Stanger Branch 

Account Number 9997-19832841 : Short Term Investment Account 

155 194 150 067 

164 638 155 194 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

First National Bank Account - Stanger Branch 

Account Number 71039219855: Short Term Investment Account 

60 571 57 566 

64 242 60 571 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

First National Bank Account - Stanger Branch 
Account Number 71186421337: Fixed Deposit 

16 728 162 15 641 105 

17 969 437 16 728 162 


This investment has been ring-fenced to provide for funds which will be used to 
reimburse developers in terms of existing service level agreements. 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 
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18. CASH AND CASH EQUIVALENTS (continued) 

Investments Bank Account 

Nedbank Account - Stanger Branch 

Account Number 31337173 - 9969: Fixed Deposit 

Bank statement and cash book balance at the beginning of the year 12 929 926 12 140 537 

Bank statement and cash book balance at the end of the year 13 873 804 12 929 926 


This investment has been ring-fenced to provide for funds which will be used to 
reimburse developers in terms of existing service level agreements. 

Investments Bank Account 

ABSA Bank Account - Stanger Branch 
Account Number 2072795649 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

ABSA Bank Account - Stanger Branch 
Account Number 2073097787 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

ABSA Bank Account - Stanger Branch 
Account Number 20731 66734 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


11 318 127 10 555 000 

12 148 877 11 318 127 


11 323 946 10 564 449 

12 354 649 11 323 946 


11 567 661 10 838 927 

12 346 502 11 567 661 


Investments Bank Account 

Investec Bank Account - Durban Branch 
Account Number 1100482666451 

10 977 741 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Investec Bank Account - Durban Branch 
Account Number 1100-482666-452 

23 191 175 21 701 769 

24 935 279 23191 175 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Investec Bank Account - Durban Branch 
Account Number 1100-482666-453 

11 312 141 10556471 

12 045 601 11 312 141 


Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Investec Bank Account - Durban Branch 
Account Number 1100-482666-454 

Bank statement and cash book balance at the beginning of the year 11 269 579 10 558 961 

Bank statement and cash book balance at the end of the year 12 087 764 11 269 579 


Investments Bank Account 

Nedbank Account - Stanger Branch 
Account Number 41299507-9992 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


11 292 204 10 587 549 

12 065 430 11 292 204 
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18. CASH AND CASH EQUIVALENTS (continued) 

Investments Bank Account 

Standard Bank Account - Stanger Branch 
Account Number 058756442-081 

Bank statement and cash book balance at the beginning of the year 11 444 574 10 546 986 

Bank statement and cash book balance at the end of the year 12 050 342 1 1 444 574 


Investments Bank Account 

Absa Bank Account - Durban Branch 
Account Number 2074 191310 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Investec Account - Durban Branch 
Account Number 1100-482666-455 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


10 270 883 ^ 

10 803 290 10 270 883 


10 696 526 10 199 987 

11 453 503 10 696 526 


Investments Bank Account 

investee Bank Account - Durban Branch 
Account Number 1100-482666-456 

Bank statement and cash book balance at the beginning of the year 20 000 000 ^ 

Bank statement and cash book balance at the end of the year 21 463 978 20 000 000 


Investments Bank Account 

ABSA Account - Durban Branch 
Account Number 93 1800 0892 

Bank statement and cash book balance at the beginning of the year ^ 

Bank statement and cash book balance at the end of the year 40 309 686 


Investments Bank Account 

Standard Bank Account - Durban Branch 
Account Number 058756442-080 

Bank statement and cash book balance at the beginning of the year ^ 

Bank statement and cash book balance at the end of the year 10 000 000 


Investments Bank Account 

investee Bank Account - Durban Branch 
Account Number 1100-482666-456 

Bank statement and cash book balance at the beginning of the year ^ 

Bank statement and cash book balance at the end of the year 20 000 000 


The Municipality has the following main bank accounts: 
ACCOUNT DESCRIPTION 


Primary Bank Account 

First National Bank Account - Stanger Branch 
Account Number 53730256310: Cheque Account 
First National Bank Account - Ballito Branch 
Account Number 53730076916: Cheque Account 

Cash book balance at the beginning of the year 73 177 234 56 507 569 

Cash book balance at the end of the year 30 844 213 73 177 234 


Bank statement balance at the beginning of the year 63 142 666 56 507 569 

Bank statement balance at the end of the year 30 844 213 63 142 666 


Housing Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62020550077: Cheque Account 

Cash book balance at the beginning of the year 881 803 2 055 338 

Cash book balance at the end of the year 902 687 881 803 


Bank statement balance at the beginning of the year 881 803 2 055 338 

Bank statement balance at the end of the year 902 687 881 803 


Housing Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62015681225: Cheque Account 

Cash book balance at the beginning of the year 14 422 120 19 810 085 

Cash book balance at the end of the year 14 448 739 14 422 120 


Bank statement balance at the beginning of the year 14 422 120 19 810 085 

Bank statement balance at the end of the year 14 448 739 14 422 120 
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18. CASH AND CASH EQUIVALENTS (continued) 

Housing Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62031 878624: Cheque Account 

Cash book balance at the beginning of the year 61 183 60 157 

Cash book balance at the end of the year 62 545 61 183 


Bank statement balance at the beginning of the year 61 183 60 157 

Bank statement balance at the end of the year 62 545 61 183 


Housing Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62031 876800: Cheque Account 

Cash book balance at the beginning of the year 36 918 21 522 

Cash book baiance at the end of the year 48 351 36 918 


Bank statement balance at the beginning of the year 36 918 27 522 

Bank statement balance at the end of the year 48 351 36 918 


Housing Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62059290454: Cheque Account 

Cash book balance at the beginning of the year 114 097 85 099 

Cash book balance at the end of the year 1 49 242 114 097 


Bank statement balance at the beginning of the year 114 097 85 099 

Bank statement balance at the end of the year 1 49 242 114 097 


Housing Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62059290561 : Cheque Account 

Cash book balance at the beginning of the year 31 482 23 443 

Cash book baiance at the end of the year 41 287 31 482 


Bank statement balance at the beginning of the year 31 482 23 443 

Bank statement balance at the end of the year 41 287 31 482 


Electricity Main Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62080947941: Cheque Account 

Cash book balance at the beginning of the year 40 624 30 348 

Cash book balance at the end of the year ^ 40 624 


Bank statement balance at the beginning of the year 40 624 30 348 

Bank statement balance at the end of the year ^ 40 624 


Electricity Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62080949301 : Cheque Account 

Cash book balance at the beginning of the year 90 040 67 219 

Cash book balance at the end of the year ^ 90 040 


Bank statement balance at the beginning of the year 90 040 67 219 

Bank statement balance at the end of the year ^ 90 040 


Grants Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62281 022948: Cheque Account 

Cash book balance at the beginning of the year 12 920 6 284 405 

Cash book baiance at the end of the year ^ 12 920 


Bank statement balance at the beginning of the year 12 920 6 284 405 

Bank statement balance at the end of the year ^ 12 920 
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18. CASH AND CASH EQUIVALENTS (continued) 

Fines Bank Account 

First National Bank Account - Stanger Branch 
Account Number 62079758268; Cheque Account 

Cash book balance at the beginning of the year 872 516 756 471 

Cash book balance at the end of the year 978 171 872 516 


Bank statement balance at the beginning of the year 872 516 756 471 

Bank statement balance at the end of the year 978 171 872 516 


Grants Bank Account (2) 

First National Bank Account - Stanger Branch 
Account Number 74303898107: Cheque Account 

Cash book balance at the beginning of the year 86 037 953 84 145 708 

Cash book baiance at the end of the year 5 279 006 86 037 953 


Bank statement balance at the beginning of the year 86 037 953 84 145 708 

Bank statement balance at the end of the year 5 279 006 86 037 953 


Housing Bank Account 

First National Bank Account - Stanger Branch 
Account Number 624 16012649: Cheque Account 

Cash book balance at the beginning of the year 15 559 156 11 775 369 

Cash book balance at the end of the year 15 240 729 15 559 156 

Bank statement balance at the beginning of the year 15 559 156 11 775 369 

Bank statement balance at the end of the year 15 240 729 15 559 156 

Petty cash and cash on hand 1 648 153 1 460 469 

TOTAL CASH AND CASH EQUIVALENTS: 452 173 094~ 540 390 976~ 

Total Interest earned on Investments 30 409 852 30 490 667 
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19. PROPERTY RATES 


Actual 

Residential 

171 640 760 

157 892 477 

Commercial 

80 482 765 

60 606 428 

Residential for commercial purposes 

1 102 257 

1 089 726 

Education and State 

5 119 898 

3 516 371 

Agriculture 

2 457 691 

2219816 

Vacant 

50 211 451 

48 098 855 

Public Service Infrastructure 

3 608 634 

2 181 098 

Total Assessment Rates 

314 623 456 

275 604 771 

Prooertv Valuations 

Residential 

36 337 895 500 

30 870 244 200 

Commercial 

4 879 181 000 

3 737 141 000 

Residential for commercial purposes 

178 480 000 

165 864 000 

Education and State 

293 781 000 

379 328 000 

Municipal 

579 407 000 

365 458 000 

Agriculture 

3 486 087 000 

3 048 215 708 

Vacant 

3 230 135 000 

2 938 169 400 

Informal settlements 

- 

4 309 000 

Land reform 

1 142 736 000 

757 878 000 

Monuments 

2 000 000 

1 748 000 

Public Service Infrastructure 

3 210 242 000 

2 091 177 000 

Worship / Public Benefit Organisations 

163 618 000 

167 373 000 

Total Property Valuations 

53 503 562 500 

44 526 905 308 

The last general valuation came into effect on: 

01/07/2014 

02/07/2010 


Property rates levied in terms of the Local Government: Municipal Property Rates Act 
No. 6 of 2004 (MPRA) with effect from 01/07/2007 


Adjustments to the valuation roll in terms of Section 78 of the MPRA (as amended) are 
effected on a quarterly basis and a supplementary valuation roll is prepared on an 
annual basis. The adjustments take into account consolidations and subdivisions as 
well as property category changes. 


Assessment rates: Cents in the rand on market valuation as follows: 


Residential, informal settlements, land reform, monuments 

0,59900 

0,59900 

Residential for commercial purposes 

0,65700 

0,65700 

Agricultural 

Industrial, business and commercial, vacant, public infrastructure. Municipal owned 
and worship 

0,15000 

1 ,85400 

0,14900 

1,85400 

Properties used by an organ of state and used for public service purposes 

1 ,85400 

0,92700 

Guest houses 

1,67000 

1,67000 

Public service infrastructure 

0,15000 

0,14900 


Improved residential properties: in addition to the statutory reduction of R15 000, a 
further reduction of R85 000 is approved for property values exceeding R130 000. 
Persons owning improved residential property with a rateable value of R130 000 and 
below will be not be liable for the payment of rates. 

The first 30% of the valuation of Public Service infrastructure properties are exempt 
from the calculation of rates 


Rebates: 

Land reform, worship, state land, PBO's, monuments, informal settlements and 


municipal owned property 

100% 

100% 

Additional rebates applicable: 

Excluded services 

15% 

15% 

All Pensioners 

Pensioners under 65 years 

25% 

25% 

Pensioners between 65 & 75 years 

30% 

30% 

Pensioners older than 75 years 

35% 

35% 

Industrial incentives including: 

In the first year, thereafter phased out by 1 0% per annum down to 60% 

100% 

100% 

Residential Developers incentive 

In first & second year thereafter phased out by 10% per annum 

100% 

100% 

Bonafide Agricultural properties 

50% 

50% 

Phasing out of certain public infrastructure property 

20% 


Rates are levied as follows (in terms of Section 26 of the Municipal Property Rates Act 

No. 6 of 2004) for the 2015/2016 financial year: 

On an annual basis, by application, and the final date of payment being: 

30 September 2015 

30 September : 

On a monthly basis, and the final dates of payment being the last working day of the 
month from August 2015 to June 2016. 

Interest is levied on outstanding rates per annum at: 

15.5% 

15.5% 

Plus collection charges two months after the final date of payment in respect of annual 
rate payers and 1 July in respect of monthly rate payers: 

10% 

10% 
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20. SERVICE CHARGES 

Sale of electricity 622 057 569 543 033 420 

Refuse removal 57 371 198 54 849 307 

Total Service Charges 679 428 767~ 597 882 727' 


The amounts disclosed above for revenue from Service Charges are in respect of 
services rendered v/hich are billed to the consumers on a monthly basis according to 
approved tariffs. This is amount is nett free basic services. 

21. GOVERNMENT GRANTS AND SUBSIDIES 


Equitable Share 

105 352 000 

87 677 000 

Municipal Infrastructure Grant 

61 011 780 

73 134 051 

Financial Management Grant 

1 700 000 

1 700 000 

Department of Minerals and Energy 

18 000 000 

186 728 

Municipal Systems Improvement Grant 

930 000 

992 152 

New Library Grant 

270 139 

256 566 

Department of Sports and Recreation 

- 

15 474 

Library Subsidy 

2 894 000 

2 800 000 

Municipal Assistance Programme 

538 501 

- 

Museum 

358 946 

151 000 

Disaster Rough Seas 

163 680 

3 196 350 

llembe Shared Services Grant 

333 857 

822 657 

Neighbourhood Development Partnership Grant 

7 000 000 

8 179 317 

Thusong Centre Grant 

- 

9 692 

Multi Purpose Centre Grant 

- 

69 414 

Ethembeni / Charlotdale Precent 

- 

145 628 

Expanded Public Works Programme 

1 418 000 

1 377 454 

Corridor Development 

3 626 351 

6 936 764 

Housing Accreditation 

2 258 052 

1 556 095 

Demand Side Management Grant 

- 

- 

Small Town Rehabilitation Grant 

3 000 000 

- 

Property Rates Implementation 

- 

31 985 

1 FA Grant 

- 

4 500 000 


Total Government Grant and Subsidies 208 855 308 193 738 328 


21.1 Equitable Share 

Balance unspent at beginning of year 
Current year receipts 

Transfer from Demand Side Management Grant 
Conditions met - transferred to revenue 
Conditions still to be met 


105 352 000 
( 105 352 000) 


79 677 000 
8 000 000 
( 87 677 000) 


21.2 Municipal Infrastructure Grant 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


4 027 780 
56 984 000 
(61 011 780) 


29 220 831 
47 941 000 
(73 134 051) 


Conditions still to be met-transferred to liabilities (see note 8) 


4 027 780 


This grant was used for road & storm water infrastructure, including the construction of 
community halls, creches and sports fields. 

21.3 Financial Management Grant 


Balance unspent at beginning of year 

Current year receipts 1 700 000 1 700 000 

Conditions met - transferred to revenue ( 1 700 000) ( 1 700 000) 

Withheld by National Treasury ^ ^ 

Conditions still to be met-transferred to liabilities (see note 8) ^ ^ 


This grant is used to assist the municiplity to implement financial reforms required by 
the MFMA. 
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21. GOVERNMENT GRANTS AND SUBSIDIES (Continued) 

21.5 Department of Minerals and Energy Grant 
Balance unspent at beginning of year 

Current year receipts 18 000 000 

Conditions met - transferred to revenue ( 18 000 000) 


Conditions still to be met-transferred to liabilities (see note 8) 


This grant is used for electrification projects as part of upgrading of informal settlement 
areas. 

21.6 Municipal Systems Improvement Grant 
Balance unspent at beginning of year 

Current year receipts 930 000 

Conditions met - transferred to revenue ( 930 000) 


Conditions still to be met-transferred to liabilities (see note 8) 


This grant is used to provide support to the municipality in the building of in-house 
capacity to perform legislative functions and stabilise institutional and governance 
systems. 

21 . 7 New Library Grant 


Balance unspent at beginning of year 101 782 

Current year receipts 510 000 

Conditions met - transferred to revenue ( 270 139) 


Conditions still to be met-transferred to liabilities (see note 8) 341 643 


This Grant is used for the payment of the cyber cadets at the Shakaskraal and 
KwaDukuza libraries. 


186 728 
( 186 728) 


58 153 
934 000 
( 992 152) 


106 348 
252 000 
( 256 566) 


101 782 


21.8 Property Rates Implementation 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met-transferred to liabilities (see note 8) 

This grant is for the communication of the Municipal Property Rates Act to the public. 

21.9 Department of Sports and Recreation 

Balance unspent at beginning of year 182 596 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met-transferred to liabilities (see note 8) 182 596 

This grant is for the upgrading of the sports facilities: Chief Albert Luthuli Sports Field. 

21.11 Municipal Assistance Programme 

Balance unspent at beginning of year 822 902 

Current year receipts 

Conditions met - transferred to revenue ( 538 501) 

Conditions still to be met-transferred to liabilities (see note 8) 284 401 

This grant is used to strenghten credit control and debt collection processes. 

21.12 Museum 


Balance unspent at beginning of year 378 973 

Current year receipts 166 000 

Conditions met - transferred to revenue ( 358 946) 


Conditions still to be met-transferred to liabilities (see note 8) 186 027 


This grant is for the Museum expenditure incurred. 


31 985 
( 31 985) 


198 070 
( 15 474) 


182 596 


822 902 


822 902 


378 973 
151 000 
( 151 000) 


378 973 
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21. GOVERNMENT GRANTS AND SUBSIDIES (Continued) 

21.13 Disaster Rough Seas 

Balance to be refunded at beginning of year 
Current year receipts 

Expenditure claimed in accordance with grant conditions 


3 196 350 

1 000 000 

( 163 680) (3 196 350) 


836 320 


This grant is from Department of Provinciai Locai Government for the ciean up 
operations on the beaches. 

21.14 iLembe Shared Services 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stiil to be met-transferred to iiabiiities (see note 8) 

This grant is for the hiring of a town planner for the KwaDukuza area. 

21.15 Neighbourhood Development Partnership 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Transferred to National Revenue Fund 

Conditions stiil to be met-transferred to liabilities (see note 8) 

This grant is for Infrastructure Development - Woodmead Project 

R10.7m of the NDPG opening balance was returned to the National Revenue Fund due 

to slow spending on the project. 

21.16 Thusong Centre 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met-transferred to liabilities (see note 8) 

This grant is for community upliftment 

21.17 Multi Purpose Centre (MPCC) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met-transferred to liabilities (see note 8) 

This grant is for community upliftment 


333 857 
( 333 857) 


10 711 391 
7 000 000 
( 7 000 000) 
( 10 711 391) 


810 665 
345 849 
( 822 657) 


333 857 


15 305 708 
3 585 000 
(8 179 317) 


10 711 391 


9 692 
( 9 692) 


69 414 
( 69 414) 


21. 18 Ethembeni / Charlotdale Precent 

Balance unspent at beginning of year 117 614 263 242 

Current year receipts 

Conditions met - transferred to revenue - ( 145 628) 


Conditions still to be met-transferred to liabilities (see note 8) 117 614 117 614 


This grant is for community upliftment 

21.19 Expanded Public Works Programme 

Balance unspent at beginning of year - 129 454 

Current year receipts 1 418 000 1 248 000 

Conditions met - transferred to revenue ( 1 418 000) ( 1 377 454) 

Amount withheld by National Treasury 

Conditions still to be met-transferred to liabilities (see note 8) - - 


EPWP grant funding is used to expand job creation efforts in specific focus areas where 
labour intensive delivery methods can be measured. 
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21. GOVERNMENT GRANTS AND SUBSIDIES (Continued) 

21.20 Corridor Development 

Balance unspent at beginning of year 3 626 351 

Current year receipts 

Conditions met - transferred to revenue ( 3 626 351 ) 


Conditions still to be met-transferred to liabilities (see note 8) 


This grant is for community upliftment 
21.21 Housing Accreditation Grant 

Balance unspent at beginning of year 1 5 922 692 

Current year receipts 4 305 560 

Conditions met - transferred to revenue ( 2 258 052) 


Conditions still to be met-transferred to liabilities (see note 8) 17 970 199 


This grant is for community upliftment 

21.22 Demand Side Management Grant 

Balance unspent at beginning of year 
Current year receipts 

Amount withheld by National Treasury - refer off-set to Equitable Share 
Conditions met - transferred to revenue 


Conditions still to be met-transferred to liabilities (see note 8) 


This grant is used by the municipality to implement engergy efficient strategies within 
the municipal infrastructure - geyser load control 

The roll over approval of this grant was not approved in terms of Section 22 of Division 
of Revenue Act. 

21.23 Library Subsidy 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 


Conditions still to be met-transferred to liabilities (see note 8) 


This grant is used to fund operational expenditure within the various libraries in 
KwaDukuza. 

21.24 IFA Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


Conditions still to be met-transferred to liabilities (see note 8) 


This grant is for the provision of sports facilities to the community 
21.25 Small Town Rehabilitation Grant 

Balance unspent at beginning of year 3 000 000 

Current year receipts 

Conditions met - transferred to revenue ( 3 000 000) 


Conditions still to be met-transferred to liabilities (see note 8) 


This grant is for community upliftment 


2 894 000 
( 2 894 000) 


5 563 115 
5 000 000 
( 6 936 764) 


3 626 351 


11 124 706 
6 354 081 
( 1 556 095) 


15 922 692 


8 000 000 
( 8 000 000) 


2 800 000 
( 2 800 000) 


4 500 000 
( 4 500 000) 


3 000 000 


3 000 000 
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22 EMPLOYEE RELATED COSTS 


Employee related costs - Salaries and Wages 

156 

721 

975 

140 

618 

427 

Contributions to UIF, medical, pension benefits, WC and levies 

50 

480 

273 

45 

111 

559 

Travel, motor car, accommodation, subsistence and other allowances 

11 

902 

755 

10 

423 

160 

Housing benefits and allowances 


752 

509 


556 

783 

Overtime, standby and rations payments 

44 

606 

224 

37 

788 

318 

Leave pay and leave bonus payments 

18 

343 

609 

16 

905 

400 


TOTAL EMPLOYEE RELATED COSTS 282 807 345 251 403 648 


Included in the employee related costs are the following: 

Remuneration of the Municipal Manager 

Total cost to Council 1 776 546 1 586 028 


Remuneration of the Chief Finance Officer 
Annual remuneration 
Car allowance 

Contributions to UIF, medical and pension funds 
Total 


1 145 704 
200 111 
328 679 

1 674 494 


1 149 666 
132 000 
328 035 

1 609 702 


Remuneration of Executive Directors 


Economic Development and Planning 

Annual remuneration 

Car allowance 

Medical and pension funds 

Total 


960 123 
96 000 
238 415 

1 294 538 


917 579 
96 000 
232 215 

1 245 794 


Corporate Services 
Annual remuneration 
Car allowance 
Medical and pension funds 
Total 


1 117 689 
96 000 
13817 


1 060 994 
96 000 
23 450 


1 227 505 


1 180 444 


Municipal Services 
Annual remuneration 
Car allowance 
Medical and pension funds 
Total 

The Executive Director: Municipal Services, after splitting of the department, took up 
post as Executive Director: Community Safety with effect 01 June 2016, however he 
performed as the caretaker Executive Director of the Community Services directorate 
until 31 May 2016. 


Community Safety 

Annual remuneration 91 047 

Car allowance 3 000 

Medical and pension funds 1 090 

Total 95 137 


1 036 768 
82 874 
12 746 


1 061 976 
95 849 
13 253 


1 132 388 


1 171 077 


Community Services 

Annual remuneration 132 113 

Car allowance 15 000 

Medical and pension funds 1 597 

Total 148 710 


The Executive Director: Community Services was appointed with effect 01 June 2016. 


Corporate Governance 
Annual remuneration 
Car allowance 
Medical and pension funds 
Total 


973 080 861 746 

185 400 176 379 

225 438 187 331 

1 383 918 1 225 456 


Civil Services 

Annual remuneration 

Car allowance 

Medical and pension funds 

Total 


947 810 
95 898 
167 198 

1 210 906 


697 162 
79 762 
132 513 
909 438 
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23. REMUNERATION OF COUNCILLORS 


Mayor 

Deputy Mayor 
Speaker 

Executive Committee (EXCO) 
Counciliors 

Counciliors’ pension contribution 

Traditionai leaders 

Total Councillors’ Remuneration 


733 188 
650 515 
591 173 
5 513 441 
9 581 860 
1 435 246 
39 000 
18 544 424 


696 170 
617 690 
561 559 
5 259 455 
9 064 062 
1 381 901 
31 200 
17 612 038 


24. FINANCE COSTS 


Non-current liabilities 


24 880 004 19 848 255 

24 880 004 19 848 255 


25. BULK PURCHASES 


Electricity 


488 650 902 


427 861 024 


Bulk Purchases are the cost of commodities not generated by the municipality, which 
the municipality distributes in the municipal area for resale to the consumers. Electricity 
is purchased from Eskom and Nersa approved a 11.15% tariff hike in favour of Eskom. 

26. GENERAL EXPENSES 

Included in general expenses is the following: - 


Dump charges 

Replacement of faulty meters 

Indigent support - parks and gardens department 

Indigent support - waste management department 

Security services 

Shark control expenditure 

Call out to consumer complaints 

Legal costs 

Marketing 

Audit fee - external audit 
Bank charges 
Insurance general 
Refuse bags/contract 
Valuations & valuation rolls 
Ward Committee members 
Ballito Pro expenditure 
Advertising 

Printing, Stationery & postage 

Subscriptions 

Water & Sanitation 

Sundry Oils & Fuels 

Street lighting consumption 

Staff & councillior training costs and bursaries 

Travelling & subsistence 

Telephone calls / rentals 

Protective clothing 

Non standard service connection 

Software support & licences and agreements 

Other General Expenses 

Professional Fees 

Special Rating Area Expenditure 

Rehabilitation of P445 


10 292 532 

10 949 227 

1 072 095 

1 153 321 

12 067 165 

11 166 252 

1 655 440 

3 340 510 

12 130 322 

10 784 318 

3 396 656 

3 138 213 

1 688 237 

1 137 495 

4 491 881 

5 277 718 

952 000 

1 200 000 

3 421 172 

3 154 461 

3 044 179 

2 442 227 

1 999 738 

1 580 881 

1 755 804 

1 658 870 

1 550 654 

4 406 964 

2 649 359 

2 444 959 

7 389 235 

4 079 428 

3 630 234 

2 298 419 

3 684 695 

3 150 117 

2 796 556 

2 779 806 

2 151 088 

1 760 280 

6 498 760 

6 359 995 

3 944 190 

3 622 794 

2 122 523 

1 753 960 

1 760 519 

1 353 841 

3 885 543 

5 964 730 

2 435 729 

2 755 793 

976 210 

870 415 

2 453 750 

2 581 522 

39 031 676 

28 412 492 

6 043 040 

3 894 799 

6 001 536 

36 998 284 


TOTAL GENERAL EXPENSES 156 972 518 172 472 090 
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27. 27.1 CONTRACTED SERVICES 


Refuse removal 
Grass cutting 

Asset Management Services 

Survey and facilitation fees for roads and housing projects 

Advertising 

Marine Safety 


24 439 400 
4 691 495 
998 590 
1 200 
273 590 
58 500 


18 777 173 
4 956 077 
614 438 
484 166 
913 066 


30 462 775 


25 744 920 


27.2 Transfer made; MIG funding paid to iiembe District Municipality 


6100 223 


20 751 542 


The Minister of Finance has allocated funds via the National MIG Unit and which funds 
have been allocated to KwaDukuza Municipality. The KwaDukuza Municipality by way 
of a Special Council Resolution on 26 July 2012 (C713), agreed to fund bulk 
infrastructure for water and sanitation via the said MIG allocation to enable Iiembe 
District Municipality to supply the relevant bulk infrastructure water and sanitation to 
various housing projects being undertaken by KwaDukuza Municipality. KwaDukuza 
Municipality has allocated an amount of R6 100 223 from their MIG Grant funding for 
the 201 5/201 6 financial year for this project. R6 1 00 223 has been transferred to Iiembe 
District Municipality in the 2015/2016 financial year. Further details are provided under 
irregular expenditure. 


28. REVENUE 


28.1 OTHER INCOME 

Included in other income is the following: - 

Contributions demand based 
Building plan fees 
Sundries 

Electricity availability 
Proceeds from insurance 
Admin charges 

P445 - Contributions by Department Of Transport 

Sundry income 

Special Rating Areas Income 

TOTAL OTHER INCOME 


28.2 FINES 

Total revenue from Fines Income 


16 796 691 

16 158 918 

6 185 146 

8 420 806 

2 049 259 

1 200 713 

2 581 133 

2 296 896 

1 853 604 

1 608 994 

1 266 535 

1 316 577 

1 827 553 

19212661 

12 867 152 

7 208 265 

7 316 687 

- 

52 743 759 

57 423 828 


16 076 516 20 476 864 


Fines are issued in terms of S341 & S56 of the Criminal Procedures Act 51 of 1977 
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29. UNAUTHORIZED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 
29.1 Irregular Expenditure: 

Irregular Expenditure incurred for the Financial Year 2015/16 2014/15 


Other goods and/or services not procured through competitive bidding processes. 


Irregular expenditure pertaining to grass cutting contracts. 

Section 36 approvais subsequentiy reciassified as irreguiar expenditure. Refer to Note 
32.7. 

Irregular expenditure pertaining to banking services (FNB) . 

Unauthorised MIG transfer to ILembe District Municipality v/ritten off by Council and 
approval of drawdown schedule is awaited by National Treasury, 

Irregular expenditure pertaining to the procurement of refuse removal services. 

Irregular expenditure pertaining to the procurement of security services. 

Irregular Expenditure pertaining to Turnkey Appointments 
Irregular Contract Awards 


4 601 243 

37 979 933 

25 854 304 

24 233 305 

8 761 972 

1 133 254 

2 764 021 

2 343 960 

6 100 223 

20 751 542 

35 356 159 

. 

11 974 628 

. 

70 722 793 

- 

27 933 409 

- 

194 068 752 

86 441 995 


Reconciliation of Irregular Expenditure Written Off by Council 

2015/16 

2014/15 

Opening Balance 

33 200 310 

56 416 974 

Incurred for the year 

194 068 752 

86 441 995 


227 269 062 

142 858 969 

Written Off by Council 

- 

(109 658 659) 

Remaining to be considered 

227 269 062 

33 200 310 


Reconciliation of Irregular Expenditure Condoned by National Treasury 

2015/16 

2014/15 

Opening Balance 

195 465 729 

109 023 734 

Incurred for the year 

194 068 752 

86 441 995 


389 534 481 

195 465 729 

Condoned by National Treasury 

- 


Remaining to be considered 

389 534 481 

195 465 729 


29.2 Fruitless and Wasteful Expenditure: 

Fruitless and Wasteful Expenditure incurred for the Financial Year 2015/16 2014/15 


Penalties & interest paid to SARS - VDP application 
Payment made for damages to hired vehicle 


423 635 
9 975 


433 610 
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UNAUTHORIZED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 
29. (Continued) 


Reconciliation of Fruitless and Wasteful Expenditure Written Off by Council 



Opening Balance 

3 718 033 

3 708 058 

Incurred for the year 

- 

433 610 


3 718 033 

4 141 668 

Written Off by Council 

- 

(423 635) 

Remaining to be considered 

3 718 033 

3 718 033 


Reconciliation of Fruitless and Wasteful Expenditure Condoned by National Treasury 



Opening Balance 

4 141 668 

3 708 058 

Incurred for the year 

- 

433 610 


4 141 668 

4 141 668 

Condoned by National Treasury 

Remaining to be considered 

4 141 668 

4 141 668 

UNAUTHORIZED EXPENDITURE 



29.3 Unauthorised Expenditure: 



Unauthorised Expenditure incurred for the Financial Year 

2015/16 

2014/15 

Overspending of amount appropriated in a vote 

26 094 453 

- 

26 094 453 


Reconciliation of Unauthorised Expenditure Written Off 



Opening Balance 

Incurred for the year 

26 094 453 



26 094 453 

- 

Written Off by Council 

Remaining to be considered 

26 094 453 


Cash flows from operating activities; 

2016 

2015 

Total comprehensive income for the year 

Adjustment for: 

119 260 786 

139 105 009 

Depreciation of property, plant and equipment 

50 093 250 

44 057 501 

Donations of assets 

(3 663 174) 

(15 195 302) 

Loss/ (Gain) on disposal of assets 

(50 000) 

(53 500) 

Heritage asset donated 


(87 040) 

Assets written off PPE 

10 671 088 

1 746 063 

Intangible assets previously not recognised 


(517 081) 

Impairment loss 

16 690 665 

12 966 736 

Intangible assets written off 


2 609 

Amortisation of intangible assets 

2 416 761 

2 753 355 

Contribution to provision 

17 273 380 

197 354 

Retirement obligation 

17 405 031 

1 787 000 

Long service award 

328 267 

256 000 

Investment Property - Fair Value 

(2 295 000) 

(5 145 000) 

Allowance for impairment 

16 006 685 

17 078 712 

Bad debts written off 

4 372 271 

6 696 576 

Interest income 

(30 409 852) 

(30 490 667) 

Finance Costs 

24 880 004 

19 848 255 

Operating Surplus before working capital 

Movement in current assets and liabilities 

242 980 162 

195 006 579 

(lncrease)/decrease in inventory 

(640 348) 

-447 390 

lncrease/(decrease) in conditional grants and receipts 

(19 307 139) 

-36 250 396 

(lncrease)/decrease in trade and other receivables 

(46 699 128) 

-38 861 505 

lncrease/(decrease) in Trade and Other Payables 

21 673 323 

-3 969 436 

Increase/decrease in VAT 

(9 528 036) 

-892 233 

Cash generated by operations 

188 478 834 

114 585 619 
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31. CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 

Cash and cash equivalents included in the cash flow statement comprise the following 
statement of amounts indicating financial position: 

Bank balances and cash 452 173 094 540 390 976 

Total cash and cash equivalents at the end of the year 452 173 094 540 390 976 

32. ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT 
ACT 

32.1 Contributions to organised local government 

Amount paid - current year 
Balance paid in advance 

32.2 Audit fees 

Amount paid - current year ( 3 421 1 72) { 3 596 086) 

Balance unpaid (included in creditors) - - 


(2 819 370) (2 853 894) 

6 079 ^ 


32.3 VAT 

Vat received for the year 29 978 364 26 631 789 

VAT paid for the year . ( 1 282 568) 

VAT inputs receivables and VAT outputs payable are shown in note 9. All VAT returns 
have been submitted by the due date throughout the year. 

32.4 PAYE and UIF 

Current year payroll deductions (43 535 807) (37 109 065) 

Balance unpaid (included in creditors) - - 


32.5 Pension and Medical Aid Deductions 


Current year payroll deductions and Council Contribution ( 72 201 791) ( 60 039 250) 

Balance unpaid (included in creditors) 


32.6 Councillor’s arrear consumer accounts as at 30 June 2016 


In terms of S124 (1) (b) the following particulars are disclosed in respect of any arrears 
owed by individual councilliors during the financial year: 

The following Councillors had debt in excess of 90 days for the months stipulated 
below 


Councillor: S Anamaly - Account 1154716 


Amount 


Month 


Councillor: S Anamaly - Account 1152772 


Councillor: S Oudhram- Account 1141835 - Stanview Investments CC 


132 

July 2015 

473 

August 2015 

849 

September 2015 

349 

October 2015 

343 

November 2015 

340 

January 2016 

344 

February 2016 

285 

March 2016 

29 

April 2016 

339 

May 2016 

Amount 

Month 

618 

July 2015 

654 

August 2015 

1 118 

September 2015 

467 

October 2015 

456 

November 2015 

456 

January 2016 

462 

February 2016 

418 

March 2016 

416 

May 2016 

Amount 

Month 

1 178 

July 2015 

1 110 

August 2015 

1 042 

September 2015 

973 

October 2015 

1 404 

November 2015 

835 

December 2015 

1 265 

January 2016 

1 193 

February 2016 

428 

March 2016 
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ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT 
ACT (Continued) 

32.6 Councillor’s arrear consumer accounts as at 30 June 2016 (Continued) 


CounciUor: S Ngwane -Account 1189566 _ 

Amount 

Month 


2 398 

July 2015 


2 180 

August 2015 


1 960 

September 2015 


1 739 

October 2015 


1 517 

November 2015 


1 294 

December 2015 


1 071 

January 2016 


846 

February 2016 


621 

March 2016 


395 

April 2016 


167 

May 2016 

No Councillor was in arrears as at year end. 

32.7 SuddIv chain manaaement deviations 

Emergency 

1 701 450 

1 587 976 

Sole provider 

3 889 285 

2 850 463 

Acquisition of special works of art or historic objects where specifications are difficult to 

nnn 

7-? non 

compile 

In any other exceptional case where it is impractical to follow the official procurement 

fi -1 1 7 1 QQ 

4nft 77Q 

process 


12 265 934 

7 920 218 

Section 36 deviations transferred to Irregular Expenditure 

8 753 149 

1 133 254 

Total Section 36 deviations for the financial year 

3 512 785 

6 786 964 


32.8 Material losses incurred 


Electricity Distribution Losses 78 090 094 71 337 042 

96.7million kilowatts were have been lost due to electricity distribution losses 

Bad debts written off; 4 372 271 6 696 576 

33. CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure: 

Approved and contracted for: 194 389 652 185 871 283 


Infrastructure 

161 279 460 


153 942 049 

Community 

33 110 193 


31 929 233 


Capital Commitments are exclusive of VAT 

34. CONTINGENT LIABILITIES 


34.1 Reimbursement of capital costs of bulk supply to developers: (Vat Exc) 

The reimbursement is dependent on the developers meeting future targets as set out in 
the service level agreements. The timing and outcome of the reimbursements cannot 
presently be determined and therefore no provision for any liability that may result has 
been made in the financial statements. R4 874 388 in respect of the Manor 

Estates Development was refunded to the Developer subsequent to year-end. Further 
verification exercise conducted by management has resulted in the restatement of 
comparatives. 

116 972 719 

181 297 783 

34.2 Municipality is being sued arising out of a minor child sustaining injuries allegedly 
after being electrocuted when she touched a light pole in Hulett Street. 

260 000 

100 000 

34.3 Nyathi Sugar Ridge CC is suing the municipality due to losses incurred by a 
damaged electrical pole setting alight the sugar cane. 

677 334 

188 667 

34.4 Municipality is being sued by S Govender pertaining to a collision involving a 
vehicle owned by the Municipality. 

130 000 

49 000 

34.5 Municipality is being sued by Body Corporate Chakas Place for the removal of 
public toilets that are in front of the applicants building. 

- 

150 000 

34.6 Municipality is being sued by Sappi Southern Africa Limited for loss of revenue 
and additional expenditure incurred due to various power outages. 

4 465 728 

4 465 728 

34.7 STB DIamini -Allegations of the Municipality's contractors encroaching onto grave 
sites 

100 000 

200 000 

34.8 Municipality is being sued for damages - plaintiff shot in leg by municipal employee 
using a municipal firearm. 

3 000 000 

- 

34.9 Inqubeko Yamaqungebe Trading - claim against the municipality where the plaintiff 
alleges that the municipality unilaterally terminated the contract which had been 
concluded by the parties. 

2 000 000 

. 

34.10 Crossmoor Transport - municipality is being sued for non payment of services 
rendered. 

231 174 


34. 1 1 E M & N Engineering - possible cost order 

200 000 

- 


128 036 954 

186 451 177 
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35. REPAIRS & MAINTENANCE 


Buildings 

15 322 567 

3 711 059 

Developed land 

- 

9 341 143 

Electrical 

12 388 838 

10 544 851 

Furniture & Fittings 

1 721 076 

1 839 246 

Housing 

188 552 

243 435 

Roads 

25 536 737 

16 728 477 

Stormwater 

- 

5 236 255 

Vehicles 

8 168 516 

6 041 532 


Total Repairs & Maintenance 


63 326 287 


53 685 996 


36. CORRECTION OF ERROR 

The comparatives for 2014/15 have been restated in respect of the 
following errors: 

36.1 Restatement of Non-Exchange Receivables (Note 17) 

Non - exchange receivables as previously reported 54 626 375 

Adjustments to Rates Revenue 2014/15 in respect of Valuation Appeals. 

Adjustments to Rates Revenue Prior 2014/15 in respect of Valuation Appeals. 

Adjustments to fines revenue 2014/15 in respect of traffic fines receipts not credited to 
traffic fine debtor. 

Adjustments to Rates Revenue Prior 2014/15 in respect of traffic fines receipts not 
credited to traffic fines debtor. 


Restated balance as at 30 June 2016 55 347 335 


650 288 
2 278 312 

( 598 489) 
( 1 609 151) 


36.2 Restatement of Trade & other payables (Note 7) 

Trade & other payables as previously reported. 179 194 418 

Adjustment to 2014/2015 expenditure 49 935 

Adjustment to 2014/2015 expenditure 378 000 

Adjustment to 2014/2015 expenditure 45 000 

Restated balance as at 30 June 2016 179 667 353 

36.3 Restatement of Long term liabilities (Note 2) 

Long term liabilities as previously reported 212 328 081 

Reallocation of Interest and Redemption charges - DBSA61006918/19 40 050 

212 368 131 

36.4 Restatement of Property, Plant & Equipment (Note 10) 


Property, Plant & Equipment as previously reported: 1 559 954 151 

Adjustment to 2015 Accumulated Depreciation on Cemeteries due to correction of 

asset classifications. 8 745 

Adjustment to 2015 Accumulated Depreciation on Cemeteries due to correction of 

asset classifications. 3 444 

Adjustment to Assets under construction 2014 - Asset disposed in error in 2014 now 
brought back to AUC - adjusting for reversal of loss on disposal of asset)(Upgrade to 

crematorium). 4 826 

Accounting for 2014 accumulated depreciation on asset moved from AUC to Roads 

Infrastructure (Ward 17 road). -13 483 

Accounting for 2015 accumulated depreciation on asset moved from AUC to Roads 

Infrastructure (Ward 17 road). -70 303 

Accounting for 2015 accumulated depreciation on asset moved from AUC to Roads 

Infrastructure (Ekamu Road). -4 433 

Pole replacement asset incorrectly capitalised in 2015 - expense should have been 

booked to repairs and maintenance. -298 888 

Reversal of 2015 accumulated depreciation on pole replacement asset that was 

incorrectly capitalised in 2015. 4 391 

Disposal of ERF 5129 Stanger - 2015. -560 000 

Adjustment to 2014 Accumulated depreciation stemming from correction of asset 

classification. 1 150 933 

Adjustment to 2015 Accumulated depreciation stemming from correction of asset 

classification. -198 557 

Inpairment adjustment due to change in reclassification. 1 30 437 

Adjustment to AUC - P445 (2015) transferred to Department Of Transport. -36 438 284 

Adjustment to AUC - P445 (2014) transferred to Department Of Transport. -21 921 281 


1 501 751 700 
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36. CORRECTION OF ERROR (Continued) 

Reconciliation of Adjusted 2014/2015 Surplus: 

Surplus for the year as previously stated 

Property rates: 

Adjustments to Rates Revenue 2014/1 5 in respect of Valuation Appeals 

General Expenses; 

Adjustment to General Expenses 2014/2015 due to various payments. 

Transfer of P445 to Department of Transport - 2015. 

Disposal of ERF 5129 Stanger in 2015. 

Finance Costs 

Adjustment of finance costs 2014/2015 - Reallocation of Interest and Redemption 
charges - DBSA61006918/19. 

Depreciation 

Adjustment to 2015 depreciation expense stemming from adjustments due to correction 
of asset classification. 

Adjustment to 2015 depreciation expense stemming from adjustments due to correction 
of asset classification. 

Accounting for 2015 depreciation on asset moved from AUC to Roads Infrastructure 
(Ward 17 road). 

Accounting for 2015 depreciation on asset moved from AUC to Roads Infrastructure 
(Ekamu Road). 

Reversal of 2015 depreciation on pole replacement asset that was incorrectly 
capitalised in 2015. 

Adjustment to 2015 depreciation stemming from correction of asset classification. 

Repairs & Maintenance 

Pole replacement asset incorrectly capitalised in 2015 - expense should have been 
booked to repairs and maintenance. 

Impairment 

Adjustment to 2015 impairment stemming from correction of asset classification. 

Fines 

Adjustment to 2015 fines revenue whereby fines received for the 2014/2015 period 
should have been credited to the traffic fines debtor as opposed to recognising the 
revenue. 

Restated balance as at 30 June 2016 

Contingent Liability; Reimbursement of capital costs of bulk supply to 
Developers: 

Further verification exercise conducted by management has resulted in the restatement 
of comparatives. The effects of this is detailed in Note 34.1 

Reclassification of Prior Year Free Basic Services 

In accordance with GRAP, the cost of free basic services has been deducted from the 
total income recognised in the reporting periods presented. The effect of this in the prior 
year is detailed as follows: 

Service Charges (Reduction) 

General Expenses (Increase) 

Reclassification of Prior Year Recharges 

In accordance with GRAP1, expenditure has been recognised in accordance with the 
nature of the expense incurred as opposed to costing principles. 

Recharges 
General Expenses 
Repairs & Maintenance 


176 989 642 

650 288 

( 472 935) 
( 36 438 284) 
( 560 000) 

( 40 050) 

8 745 

3 444 
( 70 303) 

( 4 433) 

4 391 
( 1 886 ) 


( 298 887) 
( 66 234) 


( 598 489) 

139 105 009~ 


(23 770 351) 
23 770 351 


35 073 518 
( 9 592 938) 
(25 480 580) 
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37. EVENTS AFTER THE REPORTING DATE 

NERSA has approved a 14,24% increase in Eskom bulk purchase tariffs. The effect of 
this and the resultant increase in our Electricity Tariff has been fully catered for in terms 
of the Council approved budget for the 2016/17 Financial Year. 

38 EXPLANATION OF VARIANCES DISCLOSED IN THE BUDGET STATEMENT 
Variance (1) between Original and Final Budget; 


Detail Explanations to the above variances are contained in the Mid Year Section 
Budget Performance Report compiled in terms of Section 72 of the MFMA. The below 
explanations contain a summary wherein only material variances are discussed, i.e.) 
variances greater or less than 9 %. Other variances are as a result of reallocations 
within the budget. 

38.1 Other own revenue; 

Projected increases in the following revenue streams during adjustments budget: 
building plan fees, electricity availability , disconnection/reconnection fees and 
proceeds from insurance. 

38.2 Allowances for Impairment; 

Allowances for impairment has increased by R24m as a result of reallocation of "fines 
contribution" from other expenditure to Allowances for impairment. 

38.3 Transfers recognised Capital 

NDPG allocation amended by R8.5m on the capital budget. IFA/Tongaat Development 
Grant of R2m moved to outer year. RIOm Beach Node Development Grant moved to 
2016/2017 financial year and decrease in council funding by R9.7m to ensure long term 
sustainability. 

Variance (2) between Final Budget & Actual Outcomes: 

38.4 Investment Revenue (R24 405 vs R30 41 0) 25% 

Increased collection rates compounded with increased interest rates has led to 
increased cash flows, hence more investments made during the course of the financial 
year. 

EXPLANATION OF VARIANCES DISCLOSED IN THE BUDGET STATEMENT 
38 (Continued) 

38.5 Other Own Revenue 

There has been various increases / decreases in the various categories of Other own 
revenue . The nett overall effect was that actual revenue realised from other own 
revenue was down 16% when compared to budget. 

38.6 Allowances for Impairment 

Subsequent Impairment testing done on traffic fine debtors - budget set for Impairment 
was R24m but after considering all factors relating to the collectability of these fines, 
the impairment was estimated at R1 1m. Further to this after profiling of debtors to 
determine bad debt provision and taking into account subsequent receipt testing on 
debtors, it was managements decision to adjust the bad debt provision on sundry 
debtors by R1 .4m. 

38.7 Transfers recognised Capital 

There has been commitment by both Council and MANGO in dealing with issues 
surrounding low capital spending which has been the norm in prior years. It is therefore 
pleasing to report that for the 2015/2016 financial year, we have achieved a 91% capital 
spend. 
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39.1 RELATED PARTIES AND CLOSE FAMILY MEMBERS 
RELATED PARTIES 

39.1 .1 COUNCILLOR: R SINGH 

Expenditure: 

General Expenses for the year 4210617 4 575 704 

Nature of transaction: The Council has entered into a contract for grass cutting with a 
relative of the Councillor. 

Balance outstanding at year end: Nil Nil 

39. 1.2 STAFF MEMBER: P MURUGAN 
Expenditure: 

General Expenses for the year 312 058 399 913 

Nature of transaction: The brother of the employee provides pest control services to the 
municipality 

Balance outstanding at year end: Nil Nil 

39. 1.3 COUNCILLOR: B B SINGH 
Expenditure: 

General Expenses for the year 588 620 721 255 

Nature of transaction: The spouse of the councillor owns a travel agency. Council 
conducts business with this CC. 

Balance outstanding at year end: Nil Nil 


39. 1.4 STAFF MEMBER: S I TSWANA 

Expenditure: 

General Expenses for the year 8 070 Nil 

Nature of transaction: The brother of the employee hires out sound equipment to the 
municipality for public meetings. 

Balance outstanding at year end: Nil Nil 

39.1.5 COUNCILLOR: G GOVENDER 

Expenditure: 

General Expenses for the year 161748 

Nature of transaction: The son of the councillor owns a company that provides panel 
beating and spray painting services . Council conducts business with this company. 

Balance outstanding at year end: Nil Nil 


Total value of related parties 5 281 113 5 696 872 


Payments of remuneration to senior managers and councilliors - details of payments 
are set out in Notes 23 & 24 

Not all confirmations in terms of related party have been received as at the time of 
finalisation of the annual financial statements. The municipality has however 
implemented alternate control measure to migate the completeness risk. 
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39.2 Awards to Close Family Members of Persons in the Service of the State 


The below disclosure is provided in accordance with Section 45 of the Supply Chain Management Regulations GG 27636. 


Particulars of Award; 

Value: 

Individual Name / Service Provider: 
Relation in Service Of the State 
State Employer 

Particulars of Award: 

Value: 

Individual Name / Service Provider: 
Relation in Service Of the State 
State Employer 

Particulars of Award: 

Value: 

Individual Name / Service Provider: 
Relation in Service Of the State 
State Employer 

Particulars of Award: 

Value: 

Individual Name / Service Provider: 
Relation in Service Of the State 
State Employer 

40. LEASES 


Melokuhle Trading 
11 482 
T Nzuza 
Spouse 

KwaDukuza Municipality 

Loveshan Naicker Investments 
287 250 
L Naicker 
Father 

KwaDukuza Municipality 

SMEC 
523 969 
M Phosa 

Spouse 

National Assembly 

CONLOG 
674 764 

Mr Moodley & Mr Gaxeni 

Spouse 

KZN Dept. Of Health / Eskom 


OPERATING LEASES - RECEIVABLES 

The future minimum lease payments receivable under operating leases for the actual 
receivables are as follows: 


No later than 1 year 

585 110 

557 248 

Later than 1 year and no later than 5 years 

2 647 994 

2 521 899 

Later than 5 years 

4 126 351 

4 837 557 


7 359 456 

7 916 704 


Salient leases 

The municipality has entered into a non-cancellable lease with a private contractor to 
operate the Dolphin Caravan park. The lease runs for a period of 25 years, starting 1 
July 2001 . Real rental income escalates at 5% per annum. 

OPERATING LEASES - PAYABLES 

The future minimum lease payments payable under operating leases for the actual 
payables are as follows: 

No later than 1 year 1 708 253 

Later than 1 year and no later than 5 years 2 191 662 

Later than 5 years ^ 

3 899 915 


The municipality has entered into lease agreement with Shann Investments (PTY) LTD 
for the occupation of premises. The lease runs for a period of 3 years, terminating on 
the 31 August 2018, with an option to extend for a further 2 years. Real rental expense 
escalates at 8% per annum. 

FINANCE LEASES 


Amounts payable under finance leases: 

Finance lease liability - Minimum lease payments 

No later than 1 year 49 578 14 295 

Later than 1 year and no later than 5 years 4 132 

Later than 5 years 

Future Finance charges on finance leases ( 2 929) ( 825) 

Present Value of finance lease liability 50 781 13 470 


Present Value of Minimum Lease Obligations 

No later than 1 year 46 683 13 470 

Later than 1 year and no later than 5 years 4 098 

Later than 5 years ^ ^ 

50 781 13 470 


Finance Lease Liabilities relates to Furniture and Fittings with lease terms of 3 to 5 
years. The effective interest rate on Finance Leases is between 13,50% and 19.00%. 
Capitalised Lease Liabilities are secured over the items of equipment leased. 

The municipality has entered into a 2 year Finance lease contract with Vodacom for the 
supply of 14 Laptops on 01 August 2015. The laptops were recognized at the present 
value of R89 776 and amortized @ 9.73% interest rate. 

The municipality does not have an option to purchase the leased Property, Plant and 
Equipment at the conclusion of the lease agreements. The municipality’s obligations 
under Finance Leases are secured by the lessors’ title to the leased assets. 
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41 CHANGE IN ESTIMATE 


The Municipality reviewed the useful lives of items of property, plant and equipment and 
intangible assets. Adjustments to these useful lives affect the amount of depreciation for 
the current year and is expected to affect future periods as well. As a result of this 
adjustment, the current year total depreciation increased by a net R613 183 and will 
continue to affect annual depreciation for the remainder of these assets' useful lives. 
The detail breakdown of the depreciation adjustment is as follows: 


Buildings 

141 546 

302 695 

Housing Assets 

64 301 

107 594 

Electricity Infrastructure 

795 241 

( 741 793) 

Storm water 

1 677 085 

- 

Roads Infrastructure 

351 136 

201 315 

Solid Waste 

3 033 

( 1 195) 

Cemeteries 

27 596 

818 

Furniture and Fittings 

( 1 464 880) 

{ 2 030 942) 

Vehicles 

( 512 287) 

( 998 670) 

Intangible Assets 

( 441 108) 

( 94 424) 

Leased Assets 

( 28 480) 

( 153 053) 


613 183 

( 3 407 654) 
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42. FINANCIAL RISK MANAGEMENT 

Financial Risk Management Objectives 

Due to the largely non-trading nature of activities and the way in which they are financed, municipalities are not exposed to the degree of financial risk faced by business entities. 

The municipality's Corporate Treasury function provides services to the business, co-ordinates access to domestic financial markets, monitors and manages the financial risks relating to the operations of the municipality. 
These risks include market risk (including, fair value and interest rate risk), credit risk and liquidity risk. 

The use of financial derivatives is governed by the municipality’s policies approved by the Council, which provide written principles on interest rate risk, credit risk, the use of financial derivatives and non-derivative financial 
instruments, and the investment of excess liquidity. The municipality does not enter into or trade financial instruments, including derivative financial instruments, for speculative purposes. 


42,1 Maximum credit risk exposure 

Credit rate risk consist mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits cash with major banks with high quality credit standing and limits exposure to any one counter-party 


Except as detailed below, the carrying amount of financial assets recorded in the Annual Financial Statements, which is net of impairment losses, represents the municipality's maximum exposure to credit risk without taking 
account of the value of any collateral obtained: 


The maximum credit exposure in respect of the relevent financial instruments is as follows (domestic exposure only) 


Investments 

Cash and Cash Equivalents 
interest rate swaps 
Financial guarantees 
Trade and other receivables 


2016 

R 

452 173 094 

144 828 071 


2015 

R 

540 390 976 

117 768 130 


542 370 693 


102 604 090 


Maximum Credit Exposure 597 001 165 658 159 106 644 974 783 


42 2 Liquidity risk 


The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages liquidity risk through an ongoing review of future commitments and credit facilities 


Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored 

The table below analyses the municipality's financial liabilities into relevant maturity groupings based on the remaining period at the Statement of Financial Position to the contractual maturity date. The amounts disclosed in 
the table are the undisclosed cash flows. 


2016 

Gross finance lease obligations 
Long Term Borrowings 
Trade and other payables 
Other 


1 month or less 1-3 months or less 

4 132 8 263 

2 148 561 

19 918 799 


3-12 months or less 1-5 years 

2016 

Gross finance lease obligations 
Long Term Borrowings 
Trade and other payables 
Other 

2015 1 month or less 

Gross finance lease obligations 1 678 

Long Term Borrowings 
Trade and other payables 

Other 39 225 938 

3-12 months or less 1-5 years 

9 203 

32 181 851 239 699 492 

179 194 418 


2015 

Gross finance lease obligations 
Long Term Borrowings 
Trade and other payables 
Other 


1-3 months or less 

2 519 
2 866 848 


37 184 4 098 

35 737 111 460 830 091 

201 344 602 


42 3 Interest rate risk 

As the municipality has no significant interest-bearing assets, the municipality's income and operating cash flows are substantially independent of changes in the market interest rates. 
At year end, financial instruments exposed to interest rate risk were as follows: 


Bank balances and cash 

Maximum Interest exposure 


2016 2015 

R R 

452 173 094 540 390 976 

452 173 094 540 390 976 


2014 

R 

542 370 693 
542 370 693 


44 4 Other price risk 

The municipality is not exposed to equity price risks arising from equity investments as the municipality does not trade these investments 
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KWADAKUZA MUNICIPALITY 

UNAUDITED APPENDIX B: ANALYSIS OF PROPERTY PLANT AND EQUIPMENT FOR THE YEAR ENDED 30 JUNE 2016 
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KWADUKUZA MUNICIPALITY 

UNAUDITED APPENDIX D: SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2016 
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